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USING THE FCB GRID
AND THE “LOST QUADRANTS"
TO WRITE ADVERTISING STRATEGY

Johan C. Yssel, Assistant Professor
Department of Journalism
Ball State University, Muncie, IN 47306 (317) 285-8211

Presented at the 1994 Atlanta convention of the
Association for Education in Journalism and Mass Communication
(Advertising Division - Teaching Standards)

ABSTRACT

The FCB grid needs no introduction. However, what is not well-known is
that the 3rid consists of SIX SEXTANTS and NOT four quadrants. This paper
deals with how the Sextant Grid can be applied to write advertising strategy
and how it can be used as a tool to teach students how to write advertising
strategy. This methodology is preceded by a brief discussion of the areas that
were researched prior to the introduction of the grid in 1979.
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INTRODUCTION

Advertising is an integral part of marketing which centers around the
consumer. Richard Vaughn, executive vice president and corporate director of
research and planning at Foote, Cone & Belding, Los Angeles had no qualms
whether advertising worked, but rather wanted to know how it worked. In his
quest to answer this, Vaughn researched the following:

. Traditional advertising theories

. Consumer behavior models

. Brain specialization theories

. Consumer involvement in the decision making process

As an advertising practitioner, Vaughn geared his research toward the
consumer in response to a need for a strategic discipline and creative
stimulation during advertising planning which culminated in the introduction
of the FCB grid in May 1979 during a worldwide conference of FCB researchers
in London. In order to better understand what the FCB grid encompasses, the
areas which Vaughn researched, will be briefly discussed before illustrating
how the FCB grid can be applied to teach students to write effective advertising
strategy. While Yssel & Walchle (1992) demonstrated how the quadrant grid
can be used to write advertising strategy. this paper will concentrate on
applying the lesser-known sextant grid for this purpose.

TRADITIONAL THEORIES

Four traditional advertising/ marketing theories were prominent in the
1950s and although these theories were most topical then, they are considered
to be outdated, archaic and at best only partial explanatjpns of consumer
behavior in the 1990s.

The economic theory deals with rational consumers, or bargain




hunters, who are concerned about price and demand conslderable produét
information as they look after their wallets. Considered to be thinkers, these
consumers want to learn as much as possible about preducts prior to
purchasing, and this theory most often applies to commodity items.

The responsive theory has it that consumers buy through rote and
purchasing is influenced by conditioning and repetition as consumers are lazy
and want to exert the minimum effort when, purchasing products. Habits are
developed through stimulus-response learning; consequent.y information
serves as a reminder, rather than thoughtful purpose. Products purchased
ﬁnder this theory are normally inexpensive and the risk involved in making the
wrong purchasing decision would not have grave financial consequences.

Unpredictable consumers who buy compulsively under the influence of
unconscious thoughts and indirect emotions, are covered by the psychological
theory. This theory explains consumer behavior as ego involvement because
consumers’ personalities must be defended or promoted. Therefore, implicit
product attitudes are more important than functional benefits for the selective
products that touch consumers so deeply.

According to the social theory, consumers like to imitate and purchase
products because they want te join. emulate, or belong. This behavior is
emotional and insecure as group role, prestige, status, peer pressure, opinion
leaders. word-of-mouth communication, and vanity concerns are very
important. Vaughn continues to say that “while these theories have enough
face validity to make them interesting, they lack the specif.city to make them
practical™? but believes that each of these theories contains some truth.
Economic motives dominate much consumer behavior, especialty when it
comes to expensive products and those with highly functional benefits.

Responsive buying is also valid. Many routine items may require little or no




thought, but once purchase habits are established, they can serve ad

infinitum. Psychological issues and social motives complicate the
understanding of consumer purchasing, as both can have symbolic overtones
as many products have public meaning, which is the main consideration when

a purchase is being considered.

CONSUMER BEHAVIOR MODELS

“Consumer behavior are acts, processes, and social relationships
exhibited by individuals, groups, and organizations in the obtainment, use of,
and consequent experience with products, services and other resources.”2
Vaughn, in his desire to determine how advertising worked, investigated
various consumer models.

The AIDA (Attention, Interest, Desire, Action) model, one of the earliest
consumer behavior models, paved the way for most advertising theories that
followed. According to this model, the purpose of advertising is to get
consumers’ attention, which would be followed by their expressing an interest
in the product or service, from which a desire to purchase would be developed
and finally they would move to action, i.e., buy the advertised product.

ATTENTION
v

INTEREST |
v

DESIRE
A 4

ACTION

AIDA model

Although many consumer behavior models were developed in the 1960s,
the author believes that these were patterned after the AIDA model. Of those
4




consumer behavior models which followed later, the hierarchy-of-effects model

of Lavidge & Steiner (1961) is probably the best known.

CONATIVE (Do) PURCHASE

The realm of
motives. Ads
stimulate or direct

responses CONVICTION

AFFECTIVE (Feel) PREFERENCE

The realm of
emotions. Ads
change attitudes

and feelings LIKING

L Y

1

|
COGNITIVE (Learn) F { KNOWLEDGE

The reaim of
thoughts. Ads
provide information

and facts AWARENESS

Source: Journal ot Marketing (1961)

The Lavidge & Steiner model proposed that consumer purchase of a

product occurred via a sequential hierarchy of events from awareness through
knowledge. liking, preference and conviction. Vaughn considers this to be a
“major step toward integrating the implications of the economic, responsive,
social and psychological theories."3

Variant models (Andreason, 1963: Nicosia, 1966; Engel-Kollat-Blackwell,
1967 and Howard & Sheth, 1569) followed and according to Vaughn, “despite
their detail, these second generation models remedied defects in the basic
hierarchy model.”4

. consumers might proceed through the sequence imperfectly, i.e.,




make mistakes, stop, start again

. feedback would allow later events to influence earlier activities
. consurners could skip the process entirely and behave in an
illogical way

After the complexed model of Howard & Sheth, involving some 35-40
variables which were grouped under input, perception, learning and output
categories, Robertson (1971) returned to simplicity with a model which

included the main features of earlier models.
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Source: How advertising works

“This modified ‘hierarchy’ model proposed that some consumers, under
some conditions, for some products, might follow a sequential path. The
dotted lines are feedbacks that can alter outcomes. Other decision patterns on
the right track (show) consumers as they violated the formal sequence of the
hierarchy. Thus, consumers can learn from previous experience and swerve
from the awareness-to-purchase pattern. This scheme preserved the learn-

fezl-do sequence of most hierarchy models but made it more flexible. It also




helped explain purchase behavior with the presence of measurable product

knowledge or attitude formation.™

BRAIN SPECIALIZATION THEORIES

According to the brain specialization theories, the anatomical separation
of the cerebral hemispheres of the brain leads to specialized perception of
messages. The left side is more capable of handling linear, logic, language and
analysis (cognitive function), while the right side is more intuitive, visuai, and
engages in synthesis (affective function). Furthermore, the left hemisphere
which primarily involves language and logic “is credited with processing the
kind of information one receives from a print communication such as a
magazine ad (while the right hemisphere is} credited with processing the kind
of information one receives from a television commercial."6

Ratchford (1987) refers to Park and Mittal saying that think/feel and
involvement are linked because, “if a purchase decision is high in thinking or
high in feeling (or both), it will be high in involvement."7 Therefore, as . nore
than one motive may be operational in a given purchase situation, “thinking
and feeling can clearly exist simultaneously. They are separate dimensions,
and products can range on a continuum from high to low.”8 Furthermore,
“Think implies the existence of a utilitarian motive and consequent cognitive
information processing. Feel implies ego gratification, social acceptance or
sensory pleasure motives and consequent affective information processing.”®
Ratchford (1987) concludes that although think and feel may be separate
dimensions, they can be combined into a single scale which measures the
relative amount of each present in any given purchase situation.

Vaughn (1980) suminarized the factors which play a role in determining

- whether a purchase involves more thinking or feeling. as follow:




RATIONAL (thinking) vs. EMOTIONAL (feeling)

Functional facts Ego

Logic : Personality

Product characteristics Senses
CONSUMER INVOLVEMENT

The FCB grid deals with consumers’ involvement when purchasing
products: whether the decision is of high/low importance and whether
consumers stand to lose a lot/little when making a wrong/bad buy. Vaughn
proposed that consiimer involvement suggdests a continuum of consumer
interest in products and services. High involvement is attributed to money
cost, €go support, social value or newness, and it also involves more risk,
requires paying more attention, and demands a greater use of information.

Low involvement decisions are exactly the opposite as they arouse little
consumer interest or information handling because the risk is small and effort
can be reduced accordingly.

It may be argued that all expensive products, such as automobiles,
houses and computers, are high involvement products and therefore only
expensive products will require high involvernent activities frora consumers.
This is not entirely true as research has shown that the average American
spends 20 minutes plus when purchasing a birthday/ greeting card.

Purchasing wine for friends, rather than for personal consumption, also
requires more involvement.

Money, time, complexity and effort involved in buying and using products
demand that consumers make value judgments. Some decisions are important
enough to justify a lot of involvement, others not. It is vital that consumers

avoid making a bad buy in the case of high involvement products. With low
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involvement products the penalty for a bad buy is light and there is also less

anxiety about the outcome.

THE FCB GRID

Vaughn argued that it was necessary to devise a structure which would
integrate traditional theories as well as the hierarchy-of-effects moxiels with
consumer involvement and brain specialization theories, in order to
understand how advertising worked. He suggested an outline combining
purchase decisions where thinking is most dominant and those where feeling
dominates and situations which are more important than others.

According to Vaughn, thinking and feeling are a continuum in the sense
that some decisions involve one or the other and many involve elements of
both. This was done on a horizontal continuum (to coincide with the left and
right brain} and Vaughn (1980) proposed that over time there is a movement
from thinking toward feeling. High and low importance were placed on a
vertical continuum and it was suggested that over time high impertance can
decay to relatively low importance.

Through the intersection of these two continuums, four quadrants are
created. The dotted lines indicate a soft partition between the quadrants,
while the solid line arrows visually depict the evolution of consumer tendencies
as importance wanes and thinking diminishes with respect to particular
products and services.

These quadrants outline four potential major goals for advertising
strategy (to be informative, affective, habit forming or promoting self-
satisfaction). They also encompass the four traditional marketing/advertising
theories and hierarchy-of-effects models, as well as suggesting certain

guidelines for testing advertising, selecting the most effective media to reach
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consumers, and executing advertising.

This advertising efficiency moedel centers around consumers, suggesting

effective ways of reaching therm by incorporating various consumer behavior

and decision making theories -- all of which affect consumers’ purchasing

decisions.

o™

cor

The grid, as it was introduced in London in 1979, follows.

m O 2 » 4 1 o TV =2

THINKING

1. INFORMATIVE (THINKER)
CAR-HOUSE-FURNISHINGS-

NEW PRODUCTS
MODEL: Learn-feel-do
(Economic?)
Possible Implications
TEST: Recall
Diagnostics
MEDIA: Long cupy format
Reflective vehicles
CREATIVE: Specific information
Demonstration

3. HABIT FORMATION
(DOER)

FOOD-+HOUSEHOLD ITEMS

MODEL.: Do-learn-feel
(Responsive?)

Possibie Implications

TEST: Sales

MEDIA: Small space ads
10-second IDs
Radio & POS

CREATIVE: Reminder
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FEELING

2. AFFECTIVE (FEELER)

JEWELRY-COSMETICS-FASHION
APPAREL-MOTORCYCLES

MODEL.: Feel-learn-do
(Psychological?)

Possible Implications

TEST: Attitude change
Emotion arousal

MEDIA: L.arge space
Image specials

CREATIVE: Executional
impact

4. SELF-SATISFACTION
(REACTOR)

CIGARETTESLIQUOR-CANDY

MODEL.: Do-feel-learn

(Social?)

Possible Implications

TEST: Sales

MEDIA: Billboards
Newspapers
POS

CREATIVE: Atlention
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QUADRANT CHARACTERISTICS

Quadrant 1, high importance/thinking (informative). Due to the

product importance and thinking issues related to it, this quadrant implies a
large need for information. Major purchases (car, house, furnishings) and
initially almost any new product which needs to convey what its function, price
and availability are, qualify. The learn-feel-do sequence is the basic strategy
modiel where functional and salient information designed to build consumer
attitudinal acceptance, leads teward subsequent purchase. As the economic
model may be appropriate here, consumers might be pictured as thinkers. In
the case of creative executions, specific information and reflective, involving
media may be necessary to get key points across to consumers. It is alsc
suggested that recall testing and diagnostic measures will help evaluate the
effectiveness of proposed advertising.

Quadrant 2, high importance/feeling (affective). Although the
purchasing decision is very involved, specific information is less important
than an attitude or holistic feeling, due to the importance being related to
consumers' self-esteem (psychological model). Jewelry, cosmetics and fashion
apparei might belong in this quadrant. The strategy calls for emotional
involvement from consumers because they become feelers about the product
and therefore, the proposed hierarchy mocel is the feel-learn-do sequence.
Executional impact is considered a possibility for creative executions and

media consideratons suggest dramatic print exposure or image broadcast

specials.

Quadrant 3, low importanice/thinking (habit formation). Because
purchasing decisions here require minimal thought and consumers, referred to
as doers, tend to form buying habits of convenience and through rote,

information will be “uny point-of-difference that can be meaningfully



exploited."10 Most food and staple packaged goods items are likely to belong
here and as brand loyalty is considered a function of habit, it is also quite
likely that most consumers (referred to as doers) will have several acceptable
brands. The do-learn-foel hierarchy model belonging here is compatible with
the traditional responsive theory. This suggests that by simply inducing trial
through coupons and free samples, subsequent purchase can be generated
more readily than pounding home undifferentiating copy points. It s,
therefore, suggested in the case of creative executions, to remind consumers of
the availability of the product. Media implications include small space ads,
point-of-sale pieces and radio. Advertising tests can be done through sales
measure or lab substitutes, as recali and/or attitude change tests may not
correlate with sales and may be misleading. “This is a troublesome quadrant
because so many commonly used products and services are here and require
very detailed and careful planning effort.”11

Quadrant 4, low importance/feeling (self-satisfaction). Products
which satisfy personal tastes, such as cigarettes, liquor, candy and movies,
belong in this quadrant. The do-feel-learn model and social theory are
appropriate as so many products fit into group situations (beer and soft
drinks). Consumers are regarded as reactors whose logical interest will be hard
to hold and short-lived. In terms of creative executions, advertising should
scream in order to gt attention with some consistency, and billboards, point-
of-sale. and newspapers might be appropriate as effective media. As recall and
attitude change may not be relevant, copy testing will need to be sales oriented.

THE “LOST QUADRANTS"
When Richard Vaughn introduced the FCB grid in 1979, he agreed that
some products could belong between quadrants one and three or between

12
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quadrants two and four. Suggesting that strategists should not be restricted to

the four quadrants of the matrix, he proposed two other hierarchy models.
Between quadrants one and three a learn-do-feel sequence could apply as
consumers go directly from information to purchase and develop a feel for the
product later. Between quadrants two and four a feel-do-learn model suggests
that consumers learn about a product after it has been purchased. Prior to
purchasing a feel is first developed for the product. The fundamental
hypothesis of this model is that “an advertising strategy is determined by
specifying (1) the consumer’s point of entry on the learn-feel-do continuum and
(2) the priority of learn versus feel versus do for making a sale."12

The grid as it is known, distinguishes only between high and low
consumer involvement, resulting in a host of products being grouped into these
two areas where they do not really belong (the purchasing decisions of some
products may not be as highly involved as their plotting suggest, while others
may be more involved). This can be best illustrated by a lawn mower and a car
which are both plotted in quadrant 1 (high involvement, rational). It should be
obvious that a purchasing decision in the case of a lawn mower, will not be as
involved as is the case with a car, but that it will be more involved compared to
buying liquid bleach (quadrant 3). The same applies to the emotional side of
the grid. In quadrant 2 (high involvement, emotional) one will find both an
expensive diamond ring and Nike tennis shoes. Once again, the purchasing
decision will not be as invclved when buying Nike tennis shoes compared to a
diamond ring, but it will be more involved than when purchasing a candy bar
(Quadrant 4).

However, once the two “new” areas (between quadrants 1 and 3, and
between quadrants 2 and 4) are acknowledged, involvernent is classified in
terms of three categories: high, MEDIUM and low. By introducing the medium

13




involvement category, a number of products would now move from the high and
low involvement areas into the medium involvement areas. This would take
care of products such as lawn mowers and Nike tennis shoes which were
discussed in the foregoing paragraph. A car would remain in quadrant one,
while a lawn mower will move into the area between quadrants one and three.
The same principle applies to the diamond ring which will remain in quadrant
two, but Nike will now move into the area between quadrants two and four.
The implications of this could be significant, as it appears that there
would be a major exodus of products from the high and low involvement areas
into the two areas where consumers' involvement in the purchasing decision
would be classified as medium. It should be obvious that these two areas will
change the appearance of the grid as it is known at present. No longer is one
dealing with four quadrants, but rather with six sextants, each with its own
characteristics.
Medium involvement /rational sextant:
Type of persorn: This person wiil be a combination of the one found in
the high involvement/rational (thinker) and low involvement/rational
areas (doer). It is proposed that this person be called a thinking doer.
When making a purchasing decision the involvement will not be as high
as in the area directly ab e, but higher than the area below.
Traditional theory. Once again a combination of the theories in the areas
above (economic) and below (responsive) will apply as consumers will not
be as concerned with the price of a lawn mower as they will be with that
of a car, but the price of a lawn mower will be more important than that
of a candy bar.
Hierarchy-of-effects model: Vaughn suggested a learn-do-feel model as

consumers may gather information (learn) about purchasing a new lawn
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mower, buy (do) it on the spot or come back later for the purchase and
only develop a feel after the product has been purchased.

Creative, media and test implications: Once again combinations of the
areas above and below will apply, as consumers would be seeking more
information on alawn  mower than a candy bar, but not as much as
compared to buying a car.

Medium involvement /emotional sextant:

Type of person: The impulsive feeler, is a combination of the feeler of the
high involvement/emotional and the reactor of the low involvement/
emotional areas. There will not be as much involverment here as in the
area above, but more than in the area below.

Traditional theory. This, too, will be a combination of those found in the-
high and low involvement areas, as it is important that purchases are
viewed favorably by peers (social theory) as well as what they can do for
ego-gratification (psychological theory).

Hierarchy-of-effects model. The feel-do-learn mod=], as proposed by
Vaughn, will be appropriate because consumers would develop a feel for a

product, purchase it (do) and only afterwards learn about their new

purchase.
Creative, media and test implications are guided, once again by

combinations of the two areas bordering above and below.

The sextant grid is depicted on the next page.

15
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The main implication of acknowledging the two medium involvement
areas is that products which were not really high or low involvement products
before have now found a home where they truly belong. If one looks at how
products are plotted on the FCB grid, one observes thai the majority of
products are dispersed around the dotted line separating the high and low

involvement areas. It would thus appear only logical that most of these

products would move into the two medium involvement areas. It would also

appear that the main variable responsible for moving products from the high

and Jow involvement areas would be price — thus, it would seem that only the

most expensive products would remain high involvement products, with the -

least expensive products remaining in the low involvement areas.

The main characteristics of the sextant grid are:

It eliminates confusion as products such as a car, a lawn mower,
an expensive diamond ring and a pair of Nike athletic =~ shoes are
no longer plotted in the same quadrant.
A different hierarchy-of-effects model applies to the aforementioned
products: a learn-feel-do for a car versus a learn-do-feel for a lawn
mower, compared to a feel-learn-do model for a diamond ring and a
feel-do-learn model for Nike shoes.
The creation of a medium involvement category allows greater
flexibility, as strategists have to take into account that they are
dealing with an area with characteristics which are made up of
combinations of both the higher and lower areas; i.c., they are now
dealing with an in-between area. |
It acknowledges that the purchasing decision cannot simply be
determined in terms of high or low involvement alone.

It is a more focused advertising efficiency model.

17
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THE SEXTANT GRID AND ADVERTISING STRATEGY

There should be no doubt as to the role and importance of effective
advertising strategy. But, it is certainly the area with which advertising
educators experience most problems. The main drawback seems to be that
students have great difficulties in differentiating between strategy and tactics
(executions). Various educators have different methods of teaching strategy,
but they all seem to agree that advertising strategy should at least address the
following areas:

. Whom are we talking to?

. What do we want to tell them?

. How are we going to reach them?

Yssel & Walchle (1992) illustrated how the quadrant grid can be applied
to teach students to write advertising strategy. In order to do this, “The
authors have developed a 3-step process for students on where to place a
product on the FCB grid."13 It was necessary for the authors to develop this
process because of the wide range of products which are located in a quadrant.
In quadrant 2, for example, one would find both a diamond ring and a pair of
Nike athletic shoes.

When using the quadrant grid to write advertising strategy, the plotting
of a product is vital due to the wide range of products in each quadrant. But,
when using the sextant grid to write advertising strategy, the plotting becomes
less important, as products which are not truly high or low involvement
products, are no longer part of these quadrants. These products have now
moved into the two medium invelvement categories. The characteristics of
these areas are combinations of both the high and low involvement categories,
thus solving the problem of gray products, i.e., products which do not really
belong in either a high or low involvement area. With the sextant grid it is

18




crucial to determine in WHICH AREA a product would be plotted, rather
than where in the area it should be plotted.
Per fllustration: The author instructed his advanced advertising
copywriting class to write a strategy for Tombstone Pizza. The advertising had
| to be directed at college students and they had to position Tombstone as an
‘ alternative to ordering out pizza. The students were requested to use the
sextant grid when writing such a strategy and what follows is a summary of
what the students experienced when they talked their way through the sextant
grid. The students agreed that Tombstone would be plotted in the medium
involvernent/emotional sextant, and they found the implications of this to be:

. The consumer one is talking to has traits of both the feeler and the
reactor, in other words, the strategist has to decide which is more
pertinent. It would appear, considering the nature of the product,
that the reactor would be dominant, i.e., consumers’ logical
interest would be hard to hold and short lived. In order to combat
this, the creative executions will have to get their attention
("scream” at them) with some consistency.

. As far as the buying habits are concerned. it once again is a
combination of affective and self-satisfaction and it should be
obvious that the purchasing of a pizza would be more for self-
satisfaction reasons than for affective purposes.

. A combination of the psychological theory (quadrant 2) and social
theory (quadrant 4) apply, but once again, it should be obvious
that the social theory would be dominant (consumers would rather
buy the “right” pizza to meet with the approval of their peers).

. A nevs hierarchy-of-effects model applies - feel-do-learn. This

implies that our advertising will have to let the consumer develop a
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pizza.

feel for the product which should be followed by the consumer’s
acting on this feel and finally, through our advertising, learning
about the product.

d Implications for creative, media and testing. Based on the
guidelines obtained from the medium involvement/emotional
sextant, it was decided to select print as the primary medium and
television as the secondary medium. Furthermore, it was also
agreed to devise a strong sales promotions program which would
complement the print and television advertising.

The following is the strategy which the students wrote for Tombstone

Advertising will inform the target audience, college students who are
between 18 and 24 years old and members of Generation X, that Tombstone
pizza is a greai choice to make when wanting to have pizza. It is always
avatlable (whether in your refrigerator or the local grocery store — grocery
stores, unlike pizza delivery places, do not close). Furthermore, itis less
expensive than ordered-out pizza (price wise and no delivery driver to tip)
thus saving students money. It also tastes great and your fellow students
will think you are “cool” when you pop a pizza in the oven or microwave the
next ime they are around. The students will be reached through
publications which they read, such as: Details, Spin, Rolling Stone and
national inserts in student newspapers (U magazine). TV will be used as a
secondary medium to remind them about the advantages of buying
Tombstone instead of ordering out. These commercials wiil be aired

during those television programs we know they like to watch: The
Simpsons, Married with Children, Arsenio Hall Show and Late Night with

David Letterman. Furthermore, as these students are reactors, Le.,
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buying for self-satisfaction purposes, our advertising will have to scream
at them in order to be noticed. But, we do not consider this to be enough
Jor them to change from ordering out pizza to Tombstone and, therefore,
we will support our advertising with a strong sales promotions program -
both in store and other places where students could be reached, for
example athletic and social events. We know students love pizza and
the main task of our advertising will be to persuade them to eat Tombstone.
The preceding discussion includes the factors which strategists should
take into consideration when writing strategy. The sextant grid makes this
possible as it enables strategists to address the minimum requirements (whom
are we talking to, what are we going to tell them and how are we going to reach

them) for an effective strategy.

CONCLUSION

From discussions the author has had with colleagues at other
unjversities, it became clear that they considered teaching their students to
write effective advertising strategy a very demanding task. The reasons behind
tnis varied from students’ not grasping what strategy is, or not realizing that
writing strategy is not a five-minute task, to the more common problem of
confusing strategy with tactics, to mention a few.

The author firmly believes that the possibilities of the FCB grid as
educational tool has not nearly been tapped. The FCB grid offers the educator
two methods of teaching students to write advertising strategy. The purpose of
this paper was not to offset the one (3-step process) ag ‘nst the other (sextant
method) but rather to demonstrate the versatility of the FCB grid as an
educational tool.

The author favors the sextant method because he considers it to be more
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compiete and it also eliminates possible “where-do-I-plot-the-dot” confusion

among students. Furthermore, as can be seen from the example which was
discussed earlier, the sextant grid enables students, who do not have any
practical experience, to talk their way through a more focused advertising
efficiency model, enabling them to write a complete and effective strategy.
Whichever method is to be used, the author cannot emphasize strongly
enough that the grid is not to be viewed as a manual for writing advertising
strategy —rather, it should be seen as a guide for stimulating students’ thought
processes; something which is vital for writing effective advertising strategy as

no manual cxits for performing such a task.
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ANTITRUST AND THE MARKETPLACE OF IDEAS: THE CONTINUING PROBLEM

OF ISSUE ADVERTISING ACCESS TO BROADCAST TELEVISION NETWORKS

Over the last thirty years, various businesses and groups have
increasingly used issue advertising as a means of access to mass
media to inform or voice opinions on controversial public issues,
defend themselves or their viewpoints, or to otherwise contribute
to the public debate on issues in the marketplace of ideas.l while
businesses have gained easy access to the mass media to present
economic ideas regarding products, services and related commercial
messages, advertising from businesses and others wanting to use
commercial positions to discuss controversial issues is not allowed
by the three broadcast networks: ABC, CBS and NBC. 2

Even with the variety of alternatives for reaching the public
through other categories of media that accept issue ads, the broad-
cast networks constitute an information marketplace unique from
other media marketplaces. Issue advertising access to the networks
can e vital, particularly to advertisers wanting to reach the
networks' combined 50-plus share of the national audience during
week night, prime-time viewing hours ("Broadcasting & Cable Ratings
Week," 1994, p. 27). Refusals of these ads by the networks could
be viewed as creating a "blackout for issue speakers wishing to
reach television's largest audiences" (Brown, 1988, p. 468).

Such censorship in a major media market appears unfair and
overly restrictive--particularly in light of issue advertising's

status as a category of noncommercial speech which positions it at

30




a level of First Amendment protection essentially equivalent to the
freedoms of expression afforded the press, political speech and
religious speech.3 Thus, issue advertising does not enjoy the
media access so permissively given its less~protected, government-
regulated counterpart, commercial speech.4

The networks' policies against the acceptance of issue adver-
tising in recent years appear particularly troublesome in that
ABC, CBS and NBC are themselves corporate media conglomerates and
are among the nation's most powerful and influential of media
institutions. They have welcomed business' product and service
commercials which virtually undergird and essentially support the
networks and other categories of mass media. So, their censorship
of advertising content that may affect the political, social,
moral, and economic climates of these businesses, or of nonprofit
groups and others wanting to buy issue advertising appears discrim-
inatory. Of course, issue ads may cause the networks problems. To
allow such ads might open the gates to rebuttals of the networks'
views; or to ads defénding a group against media‘'s misrepresenta-
tion of them; or to advertising content that comments particularly
on significant national issues the networks may have ignored,
overlooked, muddled, misreported, censored, or reported with a
bias. But to censor these ads seems inconsistent with the concept
of fiir competition in a marketplace of ideas. However, the net-
works' prohibitive policies preventing issue ads may be so signifi-
cant as to influence or even restrain advertisers' economic viabil-
ity in the free market system--a system which today appears inex-
tricably linked to the "idea marketplace" where the public's opin-

ions and uses of information can have tremendous impacts on busi-
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ness. At the very least, the networks' issue advertising policies
may be viewed as inhibiting "trade" in the marketplace of ideas by
restricting rather than expanding the number of voices.

In the economic marketplace, federal and state antitrust laws
prevent unfair economic competition. But, particularly in broad-
casting's sector of the marketplace of ideas (which traditionally
has received regulatory intervention, in part because of inequities
in market entry), almost nc regulations provide "antitrust-like
protections" to prevent unfair idea trade and balancing. One such
antitrust protection could come in the form of a right of access
for ronmedia participants to participate in a fair competition for
ideas in at least the commercial forums of broadcast television. A
major exception has been made, of course, for those engaged in
political arenas where the Communications Act's provisions (Sec-
tions 312 and 315) may allow qualified political candidates adver-
tising access to broadcast media during campaigns. Also, the
former Fairness Doctrine had provided a type of antitrust regula-
tion for limited public access (including, at times, commercial
access) to the marketplace of ideas.

While no studies specifically linking antitrust concerns with
broadcast issue advertising access provisions have been found, an
antitrust notion on the topic appears in the U.S. Supreme Court

case, Columbia Broadcasting System v. Democratic National Committee

(1973) [hereinafter cited as CBS v. DNC]. Even though the Court
developed a rationale for not requiring broadcasters to accept
issue advertising, the Court espoused the value of this genre of
advertising and alluded to the absence of evidence that the broad-

cast television networks were collectively restricting issue ads

3
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and noted that the former Fairness Doctrine provided for the bal-
ancing and coverage of controversial issues of public importance.
It appears that the Fairness Doctrine, discarded by the FCC in
August 1987, had essentially represented an antitrust law for the
marketplace of ideas--obviously to prevent monopolistic and biased
idea marketing. Today, we are still absent the Fairness Doctrine
and the broadcast networks all have policies against the acceptance
of issue advertising.

Historically and presently, there are convincing arguments for
proposing antitrust laws for the marketplace of ideas. For consid-
eration here, the example of the networks' almost-uniform adminis-
tration of policies that censor issue advertising is focused upon
in order to illustrate the use of media power to limit a viable and
worthwhile category of expression in a unique market of the market-
place of ideas.

A major purpose of this paper is to highlight the need for
antitrust laws for the marketplace of ideas, especially laws that
would provide for issue advertising access to the broadcast net-
works. The paper briefly examines the nature of antitrust laws in
the free market system and then turns to significant antitrust
cases involving mass media, commercial broadcasting, the broadcast
networks, the National Association of Broadcasters' Television
Code, and advertising acceptance by media. Where applicable, case
findings are accompanied by comments on the problem under study.
The paper then examines the concept of the "marketplace of ideas"
in the broadcast environment, the Marketplace vs. the Trusteeship
approaches to broadcast regulation, and broadcast regulatory prece-

dents employing antitrust principles to the marketplace of
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ideas--particularly emphasizing media issue advertising access.
Finally, questions and potential answers are posed that need to be

considered in making a case for the development of antitrust laws

for the marketplace of ideas.

~ Antitrust Laws: A Brief Background

U.S. antitrust laws, initiated in the late 1800s, to maintain
and encourage a competitive free market system are administered
essentially to protect businesses from each other--forbidding
particularly any conspiracies or contracts that restrain trade.
Cornerstone pieces of federal legislation from 1890 through 1950
have provided hybrid policies that are both "regulatory policy and
an alternative to regulation" (Meier, 1985, p. 232).

Federal antitrust laws are administered through the Antitrust
Division of the U.S. Department of Justice which sues businesses
for damages and violations of antitrust laws. The Antitrust Divi-
sion shares civil authority with the Federal Trade Commission (FTC)
which makes rules and pursues antitrust violations through adminis-
trative hearings. The Federal Communications Commission (FCC) can
also participate in antitrust cases involving broadcast media.
Other provisions for antitrust actions are found in state laws
patterned after federal ones; these laws add further recourses for
the prosecution of businesses acting to restrain trade and fix
prices. Further, individuals have the right to file private anti-

trust suits against corporations (Meier, 1985, p. 233).

Media and Antitrust Law
Despite the First Amendment, the courts have held that anti-

trust and other generic business laws apply to media. While
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"antitrust laws are aesigned to deal with the economic marketplace
and not the marketplace of ideas," according to Busterna (1989, p.
11), and while media bias or media's ability to inform and enter-
tain are not concerns for these economic-based antitrust laws,
there is nevertheless an "intarference" of business-related regula-
tion that can impact media's roles as press and entertainer.

In AP v. National Labor Relations Board, (1937), the U.S.

Supreme Court held that media are not exempt from regulations that
apply to ocher industries by virtue of their First Amendment pro-
tections. Media's subjugation to antitrust laws was demonstrated

in a leading Supreme Court case decided in 1945 in Associated Press

V. United States, [hereinafter cited as AP v. U.S.]. The Court

addressed the right of the AP to exclude an applicant from sub-
scribing to its wire services--which in this case was construed
both as a restraint of trade and commerce and as an attempt to
monopolize the news business. The Court held that the First Amend-
ment could not be used to avoid following business laws affecting
others. Justice Hugo L. Black said that the Sherman Act covers all
alike ana "the fact that the publisher handles news while others
handle goods does not . . . afford the publister a peculiar consti-
tutional sanctuary in which he can with impunity violate laws
regulating his business practices" (AP v. U.S., 1945, pp. 8-10).

Further, Justvice Black noted that freedom to publish is a
Constitutional guarantee "for all and not for some," but combining
to restrain others from publishing is not. Justice Black con-
tinued,

Freedom of the press from governmental interference

under the First Amendmert does not sanction repression



of that freedom by private interests. The First Amend-
ment affords not the slightest support for the conten-
tion that a combination to restrain trade in news and

views has any constitutional immunity. (AP v. U.S.,

1345, p. 20 [Emphasis added))

In applying the ruling to the problem of issue advertising
access to the networks, it should be noted that since freedom to
broadcast is not a constitutional guarantee for all, the networks'
combination of restraining issue advertising (with its First Amend-
ment protections) as a form of "news and views" (not unlike those
the networks themselves offer as "products" under the other forums
of news and programing) effectively and truly is an antitrust
concern for both the economic and idea marketplans..

In supporting arguments in AP v. U.S. (1945), Justice Frank-
furter emphasized that the commercial press is unique from other
regulated businesses in its public interest obligations. Citing
the case's lower court argument, Justice Frankfurter endorsed Judge
Hand's contention that newspapers serve the most vital of interests
in disseminating news

with as many different facets and colors as is possi-
ble. That interest ‘s closely akin to, if indeed it is
not the same as, the interest protected by the First
Amendment; it presupposes that right conclusions are
more likely to be gathered out of a multitude of
tongues than through any kind of authoritative selec-

tion. To many this is . . . folly; but we have staked

upon it our all. (Justice Frankfurter, AP v. U.S.,

1945, p. 28, quoting Judge Learned Hand in United
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States v. Associated Press, 1943, p. 372) [hereinafter

cited as U.S. v. AP]
Thus, the First Amendment is intended for the protection of dis-
seminating news and opinion, but it cannot give those in this type
of business "an exemption from laws generally regulating business
activities" (Holsinger, 1987, p. 472). Even though the case ad-
dresses print media, how much more today do broadcast networks
serve a vital interest of diséeminating news? Interestingly, na-
tional and local newspapers and magazines have allowed issue ads to
add to their dissemination of news and views. Issue ads might also
add to the multitude of tongues and to networks' contributions to
"right conclusions". As numerous publications permit forms of
media access to freelance writers, letters-to-the-editor and issue
advertising, the broadcast networks should also permit some degree
of access for nonmedia speakers with news and views different from
their own-—particulérly in light of the trend in recent years where
advertisers have sought to inform, "report", editorialize or to

otherwise offer opinions through advertising.

Antitrust and Commercial Broadcasting
While the Justice Department's Antitrust Division and FTC are
responsible for enforcement of antitrust laws, confusion has
arisen in broadcast regulation regarding jurisdiction of the FccC
when its regulations overlap with or contravene antitrust laws.
Essentially, the FCC regulates broadcast ownerships and business
practices. The Justice Department has filed few actions against

broadcasters and often defers broadcast antitrust actions "to the




FCC on matters of broadcast ownership, despite the FcC's lack of
authority to enforce antitrust laws except indirectly through the
licensing process" (Overbeck & Pullen, 1992, p. 391). To clarify,
although the FCC is not empowered to decide antftrust issues,
antitrust laws do indeed have a direct application to the broadcast
industry. Further, "FCC regulation does not prevent federal courts
from enforcing the antitrust laws, since they retain jurisdiction
to decide antitrust issues regardless of conflicting Commission
action"™ (Cherchiglia, 1984, p. 486).

One area of much debate, however, is the area of interpreta-
tion of broadcasting's public interest regulatory obligations
(Cherchiglia, 1984, p. 487). Congress has viewed the public inter-
est in the economic marketplace to be that of free and fair compe-
tition, according to its antitrust 1a&s (Cherchiglia, 1984). While
often holding similar views, the FCC has had to consider both this
broader economic view, along with the environment of its broad-
casters' idea/entertainment marketplace. 1In the latter climate,
the FCC has construed the public interest to mean preventing over-
commercialization--that is, not allowing too many commercials
within a given time period. An example of an indirect conflict
between antitrust and FcC regulatory thinking developed over the
National Association of Broadcasters' (NAB) Advertising Code,
which, consistent with FCC thinking, restricted the numbei of
broadcast commercials. The Justice Department found the Code a
violation of antitrust law; a District of Columbia district court
upheld the finding.®

Further, while antitrust suits are found throughout broadcast

history in instances of apparent media monopolization (such as
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takeovers and mergers that increase concentrations of media_owner-
ships) and in cases of restraint of trade, the trend toward deregu-
lation--which leaves broadcasting to containment by market
forces--may precipitate additional antitrust suits. Observing the
substitutions of antitrust law for communications policy.in the
1980s, Head and Sterling (1987) project th-t antitrust law's
"importance to the communications industries may well increase as a
consequence of marketplace-based deregulation" (p. 454). Cherchi-
glia's (1984) proposal for broadcast advertising regulation in-
cludes an examination of "the utility of 'market discipline' as an
effective regulator of television advertising" (p. 465). However,
the caution to be noted is that existing antitrust laws may be
inadequate or not expansive enough to be "substituted" as an appli-
cation to the unique charwcter and freedoms of expression exercised
in the marketplace of ideas. Existing antitrust laws plus applica-
tions of principles and freedom of expression doctrines need to be
fairly balanced in regulation. It may be dangerous to leave par-
ticularly the television broadcast (and cable) marketplaces of

ideas solely or even predominantly to the effects of economic

market discipline.6

Antitrust and the Broadcast Networks
Intermittently, antitrust suits (or threats of suits) have
influenced trends in the operations, growth, and development of the
broadcast television networks and their predecessors, the radio
networks. The broadcast networks have been the target of several
major antitrust and FCC rulemaking actions intended to diminish

their dominance and autocratic practices in the broadcast industry.
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These antitrust-related actions have included: (a) the FCC's 1941
order of the separation of the Red and Blu: radio networks owned by
NBC; (b) a 1943 supreme Court case (referred to as "the Network

Case," National Broadcasting Co. v. United States (1943) [here-

inafter cited as NBC v. U.S.], upholding the FCC's authority "to

issue regulations pertaining to business arrangements between
networks and their affiliates" (Kahn, 1984, p. 125) and to deter-
mine the composition of the traffic on the airwaves; (c) a dozen
FCC rules limiting the autocratic business "dealings between the
commercial television networks and their affiliated broadcast
stations and program suppliers" (Besen, Krattenmaker, & Metzger,
1984, p. 1, with reference to 47 C.F.R. Section 73.658, 1983) which
were based on a series of FCC studies, from 1955-1970, on the
monopoly role of the networks and the expansion of television; and
(d) the FCC's 1970 "Prime Time Access Rule" (PTAR), which reduced
network nightly programming to three hours and was intended to give
more focus to local television production, to broaden and balance
the offerings in public affairs, education, among other types of
programing, and to restrict network ownership and distribution of
independently produced programs.

On the heels of the FCC's effort to diminish the networks'
dominion of local stations, the Justice Department, in April 1972,
brought antitrust suits against all three networks removing their
control, ownership and syndication rights from prime-time program-
ing. The cases were settled with consent agreements, referred to
as the financial interest and syndication (fin-syn) rules. Howev-
er, these rules were reformulated with the FCC in April 1991 and

were "gutted" by the Commission in April 1993 (Jessell, 1993, p.

11
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7). Most recently, in July 1994, the U.S. Court of Appeals in
Chicago affirmed the FCC rule barring the networks from the domes-
tic syndication business at least until November 1995 and held them
to a few remaining restrictions left over from the FCC's revisions
of the 1991 and 1993 rules. In summary, the networks are now
permitted to acquire financial interest and syndication rights to
programs they air, but they are not allowed to "domestically syn-
dicate prime time network and first-run programs or withhold net-
work programs from syndication" until November 1995 ("Court Keeps
Big Three oOut," 1994, p. 15). These current and impending releases
of the networks to compete with other program syndicators appear to
strengthen the networks'® positions in the marketplace of (enter-
tainment and information) ideas. |

Historically, other FCC intrusions into the economic devel-
opments of radio and television networks have strengthened the
dominance of the "big three" broadcast television networks. The
networks' development in essence has been the result of a "“con-
fluence cf avoidable FCC policy choice[s]--especially those allo-
cating the VHF and UHF spectrum and others designed to block the
growth of pay and cable television--[which] virtually assured that
only three national, full-scale television networks would succeed"
(Besen, et al., 1984, p. 165). Since these policies have been
essentially abandoned or mitigated and new television technologies
have evolved, the domination of the three networks appears to be
subsiding.

Yet, despite the number of cable channels available and rumors
of a dismal future for the networks' surinal, the current prorno-

sis is that the networks will continue to survive (Jessell 1993, p.
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20). Further, their financial pulse appears strong. In 1993, ABC,
CBS and NBC together reaped revenues of $7.88 billion and profits
of $466.7 million. Counting all broadcast holdings (radio, owned
and operated stations, cable interests, among others), the net-
works' total revenues for 1993 were $11.275 billion and their
combined profits from broadcast holdings were $1.595 billion
(Foisie, 1994, p.6).

Thus, despite the networks' experiences with antitrust suits,
the government has been generally lenient with the networks and has
interceded to reinforce their powerful position among national
television media. 1In light of their continuing economic viability,
government lenience in recent fin-syn rulemaking, and the networks®
prime-time dominance, ABC, CBS and NBC appear to prosper as formid-
able corporate media giants who need not totally exclude issue
advertising from the array of idea and information "products" they

deliver to the marketplace of ideas.

Antitrust and Television Advertising: The Demise
of the NAB Code of Good Practice

Another way the broadcast networks have been linked to anti-
trust concerns was through their adherence to the National Associa-
tion of Broadcasters' (NAB's) former television advertising code.
Since 1939, the NAB haé led the broadcast industry as an advocate
of self-regulation, intending to obviate regulatory interference
from the FCC and other government regulatory agencies. 1In its
essentially "proactive" efforts to initiate a form of self-
regulation for the television industry, the NAB established its

first television code in 1952 to assist broadcasters in meeting
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their legal obligations and in improving the quality of television
advertising and programming. Within the original and 21 subsequent
versions of the Code (Cherchiglia, 1984) were guidelines for pro-
gramming, as well as certain restrictions on advertising--including
a restriction against the airing of issue advertising.

By the late 1970s, about two-thirds of the television
broadce~* stations and all three television networks subscribed to
the voluntary code. Members not found in compliance with the Code
were suspended and prohibited from exhibiting the *"NAB Television
Seal of Good Practice" (Cherchiglia, 1984).

After two major legal controversies over certain elements of
the Code--a First Amendment offense in 1976 and antitrust viola-
tions in the early 1980s--the NAB terminated it in late 1982.
Specifically, in 1976, the NAB was forced to suspend the Code's
programming standards when a U.S. district court in Los Angeles
judged the family viewing standards as violations of the First
Amendment (Cherchiglia, 1984). 1In the early 1980s, the Justice
Department objected to the NAB's: (a) monopolistic rules in its
advertising code wherein limitaticns were set on the number of
commercial interruptions in a program and the number of commercials
that could be aired within an hour, and (b) its "multiple product
rule" which limited to two the number of different products that
could be promoted within a minute (Pember, 1987, p. 632). The
Justice Department viewed the rule as increasing demand on commer-
cial time, which caused some advertisers to have to buy more time
than necessary to mention their products. Since all three commer-—
cial broadcast television networks and most stations subscribed to

the NAB Code, the Justice Department perceived the practice as a

14 45}



m

restraint of trade and a violation of the Sherman Act (Pember,
1287, p. 632). A U.S. district court in Washington DC agreed with

| the Justice Department (United States v. National Association of

Broadcasters, 1982).

Yet, even after the demise of the NAB Code in 1982, vestiges
of it appear to have remained in policies of station and network
broadcast media. It is likely that the networks' policies against
issue advertising have roots in the NAB's ccde against this genre
of advertising. But the Code was never specifically attacked for
its policies against issue advertising.

Today, because advertisers must perhaps buy more advertising
time or space in other media to reach the similar audiences the
networks deliver, and because national advertisers who buy time on
the networks for product advertising must turn to other media to
buy issue advertising, it would appear to have an effect similar to
the antitrust problem of the "multiple product rule"--that is, for
the advertiser to have to "buy more time than necessary." Could
then this element of the NAB Code's and the networks' policy re-

strictions against issue advertising be considered antitrust viola-

tions today?

Antitrust and Advertising Acceptance by Media

In a 1951 Supreme Court case, Lorain Journal Company V.

U.S. [hereinafter cited as Lorain Journal], a newspaper refused

advertising from advertisers who placed ads with a local radio
station. The Court determined that the newspaper's policy of
refusing these ads was based on the paper's intention to drive its

competitor (the radio station) out of business. Additionally, be-
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cause the paper was the only means merchants had for reaching most
of their customers in the market area, the paper's refusal of
advertising was a threat to merchants. The newspaper maintained
its editorial right to refuse advertising, but the Court inter-
preted that antitrust laws create "an exception to the publish-

er's right to refuse advertising” (Overbeck & Pullen, 1992, p. 377

[emphasis added]). The Court ordered the Lorain Journal to comply
with an injunction issued by the U.S. district court in the case,
which had ordered that the paper not "discriminatorily refuse
advertisements--or to attach discriminatory conditions in accepting
advertisements--against persons or businesses who advertised in
other media" (Nelson, et al., 1989, p. 646 [emphasis added]).

Other cases have established that despite media's monopolistic
or oligopolistic positions ;s businesses, media "may not be re-
quired to deal with persons or entities with whom they do not wish
to deal, at least in the absence of anti-competitive intent" (Sack,

1984, p. 219). However, in 1983, the Supreme Court added an anti-

trust caveat to this generalization. In Home Placement Service,

Inc. v. Providence Journal Co. (1983), the Court determined, "Where

the medium is the only avenue for a competitor's attempt to compete
with it, the medium's refusal to deal may constitute a violation of

the antitrust laws" (Sack, 1984, p. 219, emphasis added) .

Viewing these cases' findings with application to the net-
works' issue advertising policies, it appears that the networks are
not overtly trying to drive anyone out of business and, granted,
there are other media channels for advertisers. But, again, the
networks are very dominant vehicles for reaching advertisers'

target audiences in the national market. Further, while the net-

16

45




works have an editorial right to refuse advertising, the point has
already been made and can be reiterated here that their discrimina-
tory refusals of issue ads can affect a business' viability in the
marketplace and has the effect of‘"driving out the competition" of
ideas in issue ads that may disagree with those of the network-as-
idea~-competitor or ideas that compete with other ideas expressed in
commercials, news, entertainment or other programing presented by
networks.

Again, issue advertisers may find the networks the most eco-
nomically-feasible, most desirable and most efficient means of
presenting their issue ad message to a mass national audience--as
did Ross Perot in September 1992 when he returned to his campaign
as a Presidential candidate in order to gain (at least political)
access to the networks which had been denied him as an issue adver-—
tiser. 1In Perot's case, his "competitors" were presidential candi-
dates whose campaigns (and subsequent news coveradge) were ignoring
national economic and political issues Perot and his supporters
thought to be of monumental significance.

The point has be made that it appears unfair to the market-
place of ideas for the networks to discriminantly refuse "to deal"
in controversial issue advertising sales. An addendum to that
problem is tﬁat of the networks' sometimes inconsistently apply
these policies in that they infrequently have allowed certain
advertisers an "inlet" to espouse certain issues in their product
ads. For instance, the networks have allowed issue-like ads from
Chrysler that were viewed "jabbing" the (Japanese) automaking
competition; and they allowed ads from Philip Morris that implicit~

ly advocate smokers' rights in their ads commemorating the bicen-
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tennial of the U.S. Bill of Rights. However, implicit controver-
sial issues in commercial advertising may be viewed as '"nothing
new." It has been and may again be argued that any product commer-
cial could be potentially controversial in that there likely are at

least two sides to the point of view proposed. (See Banzhaff v.

FCC, 1969 and Friends of the Earth v, FCC, 1971.).

Next, the paper's focus turns to an examination of the
concept’ of the marketplace of ideas and a more specific applica-
tion of antitrust principles to that marketplace, particularly as

they pertain to the television broadcast environment.

The Concept of the Marketplace of Ideas

The "marketplace of ideas" is a concept traceable to the
views of John Milton and John Locke (17th century) as well as to
those of John Stuart Mill (19th century) who proposed that freedom
of expression is important for the social good and that government
or any individual should not decide for the people what truths they
S.iuuld hear or believe. The First Amendment of the U.S. Constitu-
tion embodies these concepts. Mill, himself an economist, saw this
idea marketplace as one where freedom of thought, discussion, and
investigation are "'goods in their own right! [where] . . .
[(p]eople could trade their false notions for true ones, but only if
they could hear the true ones." (Carter, Franklin and Wright, 1985,
P. 23). The concept of the marketplace of ideas was particularly
recognized in American law by U.S. Supreme Court Justice Oliver
Wendell Holmes, who offered that an ultimate good can better be
reached when ideas are tested by fair competition and suggested

that "the best test of truth is the power of the thought to get
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itself accepted in the competition of the market" (Abrams v. United

States, 250 U.S. 616, 630, 1919).

Though perhaps less tangible than the dollars of the economic
marketplace, the ideas and information exchanged in today's market-
place of ideas often are measured by the "currency" of: percentag-
es from public opinion surveys, commercials' gross impressions, the
number of phone calls reacting to an issue, media ratings and
circulation figures, and votes in Congress and political campaigns.
Such "currency" may significantly impact businesses' "bottom line",
the viability of a non-profit group, the public support of a cause,
the success of a presidency or issue campaign, the destiny of a
country, and even the determination of guilt or innocence of an
individual, company or other group on trial in the "court of public
opinion" or a court of law.

Certainly, the marketplace of ideas and the economic free
market system may be viewed both as separate marketplaces with
their own dynamics of "trade" and as marketplaces so intertwined
with one another that the survival of many businesses virtually
depends on the communication of economic ideas and admittedly-
biased information about their products and services through media
advertising. Further, the two marketplaces mesh in the sense that
information and ideas are themselves marketable products via media
or business. Thus, as alluded to earlier, principles of U.S.
Antitrust laws that have been applied in the free market system
have been applied to mass media, and they perhaps may further be
adapted to apply to the marketplace of ideas.

However, broadcasting's marketplace is rather unique and spe-

cial precautions must be exercised to assure fair competition of
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ideas there. To reiterate a point made earlier, to view the broad-

cast marketplace solely as an economic market and to disregard its
place and value in the marketplace of ideas appears restrictive
(and perhaps dangerous) to our freedoms of expression of ideas.

The following section addresses the character of two approaches to
broadcast regulation--one which highlights a predominantly economic
market view of broadcast regulation, the other which considers
freedoms of expressions and more fair competition of ideas in an

both an idea and economic marketplace.

Models for Broadcast Regulation:
The Marketplace vs. the Trustee Approach

Until 1981, broadcast regulation was dominated by a "Trustee-
ship Model" suggesting that a broadcast station "must be operated
as if owned by the public" or as if the étation were turned cver to
the best administrator with the injunction that the station be
managed in the interest of the public it served ("The Federal Radio
Commission and the Public Service Responsibility of Broadcast
Licensees," 11 Fed. Comm. B.J. 5, 14, 1950). This model is used to
safeguard the First Amendment rights of non-licensees who do not
have the equal opportunity to enter the broadcast marketplace as
they might enter other media businesses or comnunications forums.
Broadcast licensees are viewed as "holding a public trust in ex-
change for which they must perform certain prescribed duties"
(Zaragoza, Bodorff and Emord, 1988, p. 30). Further, the model
focuses on the right of the public to be informed and posits that

the broadcast media are part of the public domain.
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In the 1980s, with the apparent erosion of the notion of
spectrum scarcity (a major theoretical timber undergirding the
Trusteeship Model) and with new competition from cable television
which "sidesteps the spectrum question by transmitting by wires
instead of air" (Brenner and Rivers, 1982, p. 11), a "different
concept of the 'public interest' has become predominant in commis-
sion regqgulatory policy: A Marketplace Approach to broadcasting"
(Zaragoza, et al., 1988, p. 30).

Under the Marketplace Approach to broadcast regulation, the
broadcaster is given a far superior advantage to other speakers in
the marketplace of ideas. 1In this approach, market forces and not
regulators determine the "public interest", the broadcast media are
not necessarily part of the public domain, scarcity is nonexistent,
and First Amendment protections for the broadcaster supersede those
of the public--that is, the "right of the broadcaster to speak
predominates" (zaragoza, et al., 1988, p. 30).

In August 1987, in apparent support of the Marketplace Ap-
proach to broadcast regulation, the FCC pulled down a central
timber supporting the Trusteeship Model, the Fairness Doctrine,
which had served as a safeguard to avoid monopolies of ideas and
imbalanced presentations of controversial issues by a broadcaster.

What has happened then in the broadcast regulatory arena has
been both liberating to broadcast markets and restrictive or even
dangerous to protecting the rights of speakers who want to enter
the idea marketplace via broadcast media. The Marketplace Approach
to broadcast regulation prohibits others in the marketplace of
ideas any voice and it "acts" as if broadcasting is a business

almost like that of print media and other businesses. The Market-
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place Approach ignores the unique economic and communications char-
acteristics of broadcasting recognized in early its regulation.

In 1947, Chafee suggested that "'a free market 'requires regu-
lation, just as a free market for goods needs law against
monopoly . . . . The government can lay down the rules of the game
which will promote rather than restrict free speech'" (quoted in
Carter, et al., 1985, p. 26). 1In 1967, Barron saw the marketplace
as "an antiquated concept that no longer works because of changes
in the media and society since 1791" (Carter, et al., p. 27) and
proposed that the cost to buy a media outlet was prohibitive and
the number of channels then as limited. He found that media limit-
ed the views they published or aired and permitted few new or
unpopular ideas. (The same still appears true today.) - Barron
proposed remedi2s to the problem of limited views in the market-
place of ideas that would provide rights to purchase editorial ads
in newspapers and a right of reply in newspapers for defamed public
figures and officers; he later proposed a right of access to broad-
cast media as well (1973).

Certainly, the broadcast and cable television marketplaces
have availed many more opportunities for speakers on television.
But both broadcast and cable regulation must continue to guard
against inequities or unneeded restrictions in the marketplace of
ideas. A right of access--particularly issue advertising access--
to mecdia appears an opportunity worth providing.

In the Marketplace Approach vs. the Trusteeship Approach to
broadcast regqulation, the former favors the broadcaster as speaker
the marketplace of ideas. The Trusteeship Approach shows more

concern for the marketplace of ideas and issue advertising access.



While both approaches to broadcast regulation are flawed, the
marketplace of ideas nevertheless is in need of regulation that is
more comprehensive than both approaches so as to allow a wider
variety of speakers opportunitv for expression. As a partial
answer to the dilemma, Barron's suggestion of providing rights of

access to all media seems worth re-consideration.

Precedent '"Antitrust" Laws and Regulations for
the Marketplace of Ideas

Currently, an affirmative right of access for certain quali-
fied speakers to broadcast media is provided by Sections 312 and
315 of the Communications Act.’ But public businesses, nonprofit
groups or any other entity, have no such »ight of access.

The Fairness Doctrine required broadcasters to devote a rea-
sonable amount of broadcast time to contrasting viewpoints on
controversial issues of public importance and provided opportuni-
ties for the presentation of contrasting viewpoints--which could
mean providing public access for issue advertising, program appear-
ances by advocates or other means for balancing viewpoints. Howev-
er, after the demise of the Fairness Doctrine in August 1987, the
marketplace of ideas was virtually stripped of legal provisions for
an affirmative right of access to broadcast media for either com-
mercial or noncommercial speakers to engage in public discourse in
broadcasting's corner of the market. Thus, no law requires the
networks or any media to present contrasting viewpoints in the idea
marketplace or to accept issue ads (even though many media do

<

accept the ads). Also, no regulatory provisions exist that insure
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businesses or groups can use their advertising access to media to
comment on noncommercial, issue-related ideas.

Congress often threatens to reinstate the Fairness Doctrine
through codification (Sukow, 1993, p. 32). But even if the doctrine
returns, more attention needs to be given the application of anti-
trust principles to today's marketplace of ideas.

To examine the Fairness Doctrine's precedent of applying
antitrust principles to avoid monopolization of ideas in a broad-
casting marketplace (as well as protecting idea competitors against
unfair competition), the next section outlines significant Supreme

Court thinking in a major case relating to both the Fairness Doc-

trine and issue advertising.

The Former Fairness Doctrine: An Antitrust
Regulation for the Marketplace of Ideas?
In the 1970's, the FCC and the Supreme Court observed the

value of issue advertising access in the 1974 FcC Fairness Report,

and in CBS v. DNC (1973). In CBS v. DNC, the Court alluded to the

analogy of the Fairness Doctrine as an antitrust law for the idea

marketplace.

In CBS v. DNC (actually two Supreme Court cases heard and

decided together) the right of editorial or issue advertising
access to the broadcast media was tested. 1In both cases, the
petitioners, the Business Executives' Move for Vietnam Peace (BEM)
and the Democratic National Committee (DNC), had not attracted
attention to their controversial views through newsworthy aciivi-
ties, but soucht instead to get a direct hearing from the general

public through the purchase of advertising time on radio and tele-
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vision. 1In the case, the Court acknowledged the petitioners!
contention that their expression "on those med.a--and, therefore,
the public's z:cess to their views--is significantly inhibited by
broadcaster policies barring any and all paid editorial messages
from the airwaves," but the Court failed to provide any affirmative
right of access to broadcast media if broadcasters met their
"public obligation to provide full and fair coverage of public
issues" (p. 97).

Justice Potter Stewart, in his concurring opinion in CBS v.
DNC commented, "[I]t is not the case that a seller of goods is
granted instant access to the media, while someone seeking to
discuss war, peace, pollution, or the suffering of the poor is
denied this right to speak" (CBS v. DNC, 1973, p. 143). Specifi-
cally, at that time, Justice Stewart saw no indication of any
uniform policy of broadcasters' turning down "controversial" or
"editorial" advertising--noting that the Business Executives'
advertisements were rejected merely by a single radio station, and
that of the three television networks, only one had "turned down
the Democratic National Committee's request for air time." (CBS_v.
DNC, 1973, p. 143). Justice Stewart reasoned that it would be in
the public interest for these ads to air, but he would not suggest
that all broadcasters be required to air them, nor would the public
interest dictate that.

Further, the Court saw the Fairness Doctrine as an asset not
just for speakers, but the Doctrine also provided "the listening
and viewing public with access to a balanced presentation of infor-

mation on issues of public importance" (CBS v. DNC, 1973, p. 112).

(1]
—
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Also, the case cleared up another question of a right of
access to media relevant to the problem under study here. out of a
series of lower court cases had come a little-noted '"established
forum doctrine" which followed the rationale that if a media forum
were available for commercial advertisements, then it must also be
open to noncommercial editorial or issue-related ads. ‘' Further, the
doctrine held that to "ban editorial ads would violate the consti-
tution as a discrimination between classes of ideas, which is
prohibited by the First Amendment" (Meeske, 1973, p. 420). The
case for this doctrine was lost in the 1973 CBS v. DNC decision.
However, a re-visiting of the question in the context of present-
day commercial, economic, political and regulatory environments
(and taking into account the antitrust concerns outlined herein)
seems worthwhile. Thus, if viewed in the light of antitrust provi-
sions and if deemed constitutional, the established forum doctrine
could contribute to a right of issue advertising to broadcast
media.

Conclusions and Discussion

While antitrust laws in the free market system provide for and
protect fair economic trade, the marketrlace of ideas essentially
has no such provisions to assure fair trade of ideas in a democracy
dependent on an informed electorate, or to assure even to assure
fair economic trade using ideas in a free market system dependent
on fair communication and access to mass media. Despite the in-
crease in the number of "information highways", a majority (69%) of
Americans still get most of their news from television (Granger,

1991) and, in May 1994, ABC, CBS and NBC, combined, attracted a 50-
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share of American viewers during prime-time evening viewing hours.-
Thus, network television is well-positioned to inform Americans and
provide for a viable exchange of ideas in the marketplace of ideas.

While the broadcast networks have historically provided quali-
tative national news and public affairs programs, entertainment
programing, and a wealth of commercial information for the public's
economic decision-making, the networks have not found a reason for
allowing controversial issue advertising.

This paper has made the point that the networks' practices and
policies of censoring controversial issue advertising has the
effect of restraining rather than expanding competition in the idea
marketplace, particularly in the national television broadcast
market. Certainly, issue advertisers may go to other media, but no
media has the "market" or combined audience of the networks.

Issue advertising is a viable, First Amendment-protected form
of noncommercial speech that could contribute to a more varied
marketplacz of ideas. Further, issue advertising is an expression
recognize by the Supreme Court and others as a meaningful use of
the advertising forum and as a means of public access tc media to
discuss public issues. Business and groups with motivations and
resources to purchase issue advertising also may be the
best-informed on certain issues.

Further, in today's media climates, it appears issue advertis-
ing on the networks co' 1 open up more vigorous debates on issues
important to the democratic, social, moral and economic climates of
the nation--issues that may be as significant to public decision-
making as the "issue" of which soap will best take out collar

stains. At the very least, it seems that the expression of ideas
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relating to controversial issues should be permitted access to time
slots similarly afforded advertising pertaining to economic, com-
mercial ideas. Obviously, broadcast media and the networks are not
common carriers, but the fact that they have welcomed business'
products and service commercials and discriminated against contro-
versial issue content appears unfair, despite DNC's 1973 ruling
regarding the established forum doctrine.®

Given the significant role public opinion plays today in the
successful operation of business, nonprofit groups, government and
other entities, the networks' policies of censoring all advertising
that addresses controversial issues is overly restrictive and,
again, is a type of restraint of "idea trade" in the marketplace of
ideas.

In another way, the networks' practices may be deemed a re-
straint of idea or economic trade in the sense that a network-
communicated idea/information impacting an issue or an organization
--significantly hurting or helping the group's economic viability
--can not easily be countered by that group or an opposing group.
CBS' 60 Minutes' or ABC's 20/20's so-called "hatchet 7jobs" on
organizations may be true or they may be badly balanced in their
presentation. Few victims of such journalism have an opportunity
or forum for countering the arguments or defending themselves on
the network.

Further, considering issue advertising's First Amendment
protections as essentially equivalent to media's, issue advertising
represents a Viable‘idea competitor to the network media. Issue
advértising theoretically is not subject to the regulatory restric-

tions of product and service commercials (though media should
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require substantiation of claims and information in material broad-
cast). Further, issue advertising could perhaps be viewed as a
means for supplementing or balancing media's news and views.

Seeing issue advertising in this light then, the networks' own
ideas and opinions could come into competition with would-be issue
advertisers, whom the nets can simply choose to censor as a matter
of policy. But in the economic and idea marketplaces, it seems
censorship on the basis of disagreement or competition runs against
the nature of the First Amendment--whether the censorship comes

from a government or a network. As Justice Black noted in AP v.

U.S. (1945, pp. 8-10), the exercise of private interests combkining
to restrain others from "publishing" or combining to restrain news

and views "trade" is not sanctioned by the First Amendment.

Historically, CBS v. DNC's (1973) clarification of broad-
casters' right to refuse controversial issue advertising gave the
broadcast networks the only reason they actually need for their
firm policies against the ads. Yet, as noted, the 1973 decision
was partially based on the existence of a Fairness Doctrine, an
antitrust regulation for the marketplace of ideas, if you will,
guaranteeing the coverage and balancing of controversial public
issues. Now, absent the Doctrine, it appears the decision is less
substantial as a basis for refusing these ads. Further, the 1973
Court saw no indications that the networks would collectively ban
such ads. Additionally, seeing value in issue advertisements as
contributing to the public discourse and debate on public issues,
the Court recommended that government and broadcasters work out a
means to allow access for such ads. Yet, today, the networks

collectively ban this category of advertising. Granted, other
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technological developments and changes in the broadcast regulatory
trends may affect other elements in the case--were it redecided
today--but the antitrust concerns in the case appear to be still
valid.

Thus, absent any antitrust provision particularly for the
marketplace of ideas, and because of the role issue advertising may
bPlay even in the economic marketplace, it appears that the regula-
tory climate is ripe for some changes. In light of this, several
important questions should be raised regarding the conflicts bet-
ween issue advertisers and the networks--questions that may con-
tribute to elevating the conflict to the level of a public policy
concerrn. These questions and fairly brief "answers" proposed by
the writer (based on the points and findings discussed in this
paper) are listed below. However, more detailed answers and a more
detailed look at these questions in the public policy arena is
needed.

1. Are the three major broadcast networks policies of banning
idea-related issue ads now overly restrictive to the extent that
"private publishers" may be allowed access to discuss economic
ideas via commercials, but not issue and/or other noncommercial
ideas? cCould such a practice be viewed as an antitrust concern--
particularly absent a Fairr ss Doctrine as DNC (1973) alluded to?

Answer: VYes, to both questions.

2. Have the economic marketpléce and the idea marketplace
merged such that businesses need to convey idea meséages as import-
ant to their survival as their commercials? Does media censorship

of all controversial idea content constitute a restraint on the

sponsor's economic trade?
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Answer: Yes, in many instances, it can.

3. With increasing numbers of issue-related cause groups
wanting access to media, could a case be made that the networks'
refusals of access effectively shut down certain non-profit groups
needing a media voice to raise funds and promote issues?

Answer: The refusals can significantly and negatively impact
such groups. Or, such network policies can "force" those with the
concerns of H. Ross Perot to run for President of the United States
in order to trigger Section 312 of the Communication Act to gain
access to the broadcast networks to state positions on controver-
sial issues.

4. Since the print media have effectively provided for idea
access through advertisements, acceptances of free-lance contribu-
tions, and letters-to-the-editor, and since a large percentage of
local broadcast media and certain cable networks allow issue adver-
tisements, are the broadcast networks' unyielding refusals of issue
advertising access an antitrust concern?

Answer: Yes, the broadcast netwcrks constitute a unique
market for advertising, unlike most other markets.

5. Did the Fairness Doctrine provide enough opportunity for
issue advertising access?

Answer: No, more comprehensive provisions need to be devel-
oped to allow for advertising access, particularly to network and
other powerful television media.

The changes suggested in this paper could come in a variety of

ways and from a variety of sources which are briefly discussed

below.
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Government (via Congress or a combination of representatives
from the Justice Department, the FCC and the FTC) should examine
the potential application of antitrust laws to the marketplace of
ideas, and particularly to issue advertising access.

A daring and adventurous lawyer could present a test case to
ask for the courts' examinations of antitrust appiications to the
marketplace of ideas.

The broadcast network media corporations might reconsider
their issue advertising policies to allow for some acceptance of
these ads. Certainly, policy precautions should be taken to pro-
vide for responsible use of any opportunities afforded issue adver-
tisers.

At any rate, an adaptation and application of antitrust think-
ing to the marketplace of ideas appears to be a worthwhile under-
taking, and it appears that an outcome of more issue-oriented
commercials on national television would be more constructive than

destructive to both the idea and economic marketplaces.
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FOOTNOTES

1. See discussion of "The Concept of the Marketplace of Ideas"
on pp. 18-19 herein.

2. The Fox "network" is excluded from consideration as a major
television network in that it is not strictly classified as a
network by the FCC (according to the financial syndication rules
revisions in both 1991 and 1993).

3. In New York Times v. Sullivan (1964), the Supreme Court
explicitly afforded noncommercial issue advertising full First
Amendment protections.

4. Further, the number of serious and balanced discussions of
issues on the broadcast television networks appears inordinately
low compared to network offerings of entertainment programing.

5. See discussi;n on the demise of the NAB Code on pp. 13-15.

6. See later discussion on "Models for Broadcast Regulation:
The Marketplace vs. the Trustee Approach," pp. 20-22.

7. Specifically, Section 312 of the Federal Communication Act
provides for affirmative access to broadcast media for qualified
political candidates for Federal office during campaigns periods.
Section 315 of the Communications Act provides, not an affirmative
right of access, but an "equal" right of access on a broadcast
station for any qualified political candidate if that candidate's
opponent is allowed access to that broadcast station.

8. For an indepth treatment of issue advertising access to the
commercial broadcast networks, the reader is directed to the doc-

toral dissertation of this writer, L. S. Henson: Practices and

policies of U.S. commercial broadcast television networks regarding

paid controversial issue advertisements (1992).
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Determinants of Consumer Ethical Evaluations of

Buyer Behavior: An Attribution Approach

ABSTRACT

This paper formulates theory-based propositions for
investigating the relationships between consumer perceptions of
both marketer ethics and other consumers' ethics and their own
ethical decision-making behavior. The framework is based on
attribution theory, which desciibes the process individuals use
to interpret the cause of events or social phenomena. This study
suggests that consumers who differ in their perceptions of
marketer ethics also differ with respect to whom they hold
responsible for negative buyer actions. The same holds true for
their perceptions of soclety's ethics. Further, it suggests that
consumers use either utilitarian or deontological ethics in
assigning responsibility for these acts. Finally, it provides

broad implications for marketer ethics.
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Determinants of Consumer Ethical Evaluations of

Buyer Behavior: An Attribution Approach

Attribution theory describes the process individuals use to
interpret the cause of events or social phenomena. In general,
it proposes that individuals perceive that responsibility for
events or acts lies with either an actor (one who is motivated by
some internal factors), or the environment (i.e., some external
factors which drive an actor to commit an act). Recéntly,
investigators have suggested the use of attribution theory as a
framework for understanding individuals' perceptions of ethics-
related activity and how those perceptions may influence
subsequent behaviors and judgments (Ross and DiTecco, 1975; Payne
and Giacalone, 1990). The purpose of this paper is to apply
attribution theory to formulate a model of how consumers assign
responsiblity for negative buyer activity. Specifically, it
proposes that consumers will make attributions based on their
ethical perceptions of the marketing and social environment to
evaluate negative buyer acts.

Attributions occur as a result cf certain cognitive
structures already p.-esent within the individual, such as
perceptions and attitudes. Schiff (1970) states that perceptions
are impressions held about some social stimulus or set of
stimuli, while attitudes are the set of feelings and beliefs
which predispose one to react to these stimuli in a certain way.

There is some controversy regarding the establishment of

causal relations between cognitive elements (e.g., perceptions,



attitudes and beliefs) and behaviors. The major .criticism of
attribution theory lies in the notion that, because it deals only
with how attribufions'are derived from observed (or communicated)
actions (and not the consequences of those attributions), then
those attributions may not directly cause the observer's
behavioral response.
\ Several researchers have acknowledged this criticism and
have specified conditions under which a direct relationship may
exist. Bem (1972) notes that, "If one has managed to alter an
individual's attitude or self-attribution, it is not unreasonable
to expect that this will induce consequent changes in other
response systems," (p. 45). While Ajzen and Fishbein (1975)
concur with this condition, Xelley (1973) takes an even stronger
stand by asserting that causal explanations play an important
role in providing an impetus to action and in decisions among
alternative courses of action (p. 127). Thus, he extends the
conditions to include behavioral consequences. Indeed, many
others have used the theory to explain the causes of moral and
ethical dilemmas in business situations (Korgaonkar, et él.,
1985), including the area of consumer ethical decision making
(Whalen et al., 1991; Mizerski et al., 1979; Calder and
Burnkrandt, 1979:; Ross and DiTecco, 1975). The next section

provides a review of the literature on ethics and the application

of attribution theory to consumer ethical decision-making.




LITERATURE REVIEW

Ethics in the Marketplace

Business ethics researchers have determined that marketers
use a combination of two types of ethical theories in determining
their organizational practices. These two theories are
utilitarian ethics, which is characterized by an effort to
achieve "the greatest good for the greatest number;" and
deontological ethics, a duty-based, nonconsequentialist theory
whose rules focus on the intentions of the doer. This theory
asserts, essentially, that it is one's duty to tell the truth and
to keep one's promises, regardless of tﬁe consequences (Beauchamp
and Bowie, 1983). Barnett and Karson (1987) contend that ethical
standards are situational in nature. For example, while
industries may use a deontologically-based system to develop
their codes of ethics, many other marketing decisions involving
ethical content are made using a utilitarian framework.

Although little research exists with respect to consumer
ethical thinking (Vitell and Muncy, 1992), it is assumed that
consumers also make ethical decisions on a situational basis.

For instance, Whalen et al. (1991) suggest that consumers use &
utilitarian framework in their ethical evaluations of seller
activities which affect them. In other words, consumers base
their assessment of the moral worth of marketer actions and

practices solely on the consequences of those actions and

practices.
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while decisions like.these determine the likelihood of
continued interactions with sellers, this is but one aspect of
the role which ethics plays in consumer ethical denision making.
For, not only are consumers affected by seller ethics, they are
also affected by buyer ethics in the marketplace. Consumers
perceive seller behaviors with ethical conﬁent through their
evaluation of various marketing practices which they directly
encounter in shopping situations. Yet, various buyer practices
may influence those seller practices, as when retailers are
forced to increase prices to make up for losses due to
shoplifting, or must use surveillance measures to protect their
merchandise. Consequently, as both these elements affect the
marketplace environment, it is imperative that researchers
investigate how consumers perceive both types of ethics.
Further, such investigation may provide marketers with a better

understanding of how their behaviors impact these perceptions.

Attribution Theory and Consumer Behavior

In recent years, researchers have begun to apply attribution
theory to consumer behavior. A recent study by Whalen et al.
(1991) explored how consumers evaluate specific unethical
marketer behaviors. Assuming that consumers use their own
perceptions of what is ethical as a framework for evaluating the
behaviors of sellers and other buyers, they examined respondents’

evaluations of seller ethics in considering whether to purchase

from them.
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With increasing repcrts of unethical activity on the part of
both business and consumers, some researchers have begun to
investigate how consumers attribute responsibility for certain
buyer unethical acts. Vitell and Muncy (1892) found a
relationship between congumers' attitudes toward the ethics of
business and how tolerant those consumers were of questionable
buyer activities (e.g., shoplifting). Specifically, they found
that consumers who held negative attitudes toward business ethics
were more tolerant of questionable buyer behaviors, while the
inverse was true for those with positive attitudes.

Using an attribution framework, one might conclade that
consumers who perceive today's businesses as unethical see them
as creating an environment where consumers feel justified in
engaging in negative behaviors. On the other hand, consumers who
pelieve business is ethical would hold the individual responsible
for her/his own actions.

Studies on consumerism by Barksdale and Darden (1972) and
Hustad and Pessemier (1973) provide insight into how a consumer
might conclude that unethical buyer actions are externally
motivated. Both these studies identified a group of consumers
who perceived specific marketer practices with ethical content
negatively. While Hustad and Pessemier (1973) identified this
group as anti-business/advertising consumers, Barksdale and
Darden noted that "many consumers register a high level of
apprehension about certain business policies and considerable

discontent about specific marketing activities. The most obvious




example is the lack of confidence in advertising (p. 34)."

When the attribution perspective is applied to this
situation, a consumer who held such a perception might also
perceive any observed (or communicated) negative consumer actions
as a justifiable reaction to unethical marketer practices. Thus,
they would attribute responsibility for the buyer's acts to the

unethical environment created by the marketer.

Factors Underlying Consumer Perceptions of Marketer Ethics

Attitudes toward various national policies and practices of
society's businesses in general have been found to underlie
consumers' ethical perceptions of marketers. For example, Hustad
and Pessemier (1973) found that consumers focus on social issues
such as "Big Business'" level of concern for the environment, or
their affirmative action policies in their evaluations. Arlow
and Ulrich (1980) note that business people believe that "the
subject of social respunsibility is basically an ethical question
(p. 20)."

Gavin and Maynard (1975) suggest that the growth of concern
for socially responsible corporate behavior over the past three
decades can be attributed to changes in society. A greater
awareness of society's interdependent functions has led to
increased public pressure for more ethical conduct in both
industry and government. These authors, as well as several
others (including Hustad and Pessemier, 1973; Boal and Peery,

1985; and Robin and Reidenbach, 1987), have investigated consumer




attitudes toward the social responsibility of business.

In an extension of a previous study by Bauer and Greyser
(1968), Hustad and Pessemier (1973) also investigated cdnsumer
attitudes toward business advertising to assess how the public
viewed advertising as an institution, and its salience as
compared with other aspects of American life (p. 29). They found
that consumers also focus on broad practices such as an
iﬁdustry's advertising methods to assess business ethics.

It is conceivable that consumers may also rely on particular
marketer practices (whose effects they may regularly encounter in
the marketplace) to help them form their ethical evaluations of

sellers. Whalen et al. (1991) conclude that:

[It is] reasonable to consider that consumers do add
ethical expectations and judgments to other criteria, e.g.
price, product characteristics, perceived benefits and
symbolic characteristics in their decision—-making process.

(p. 286)

Empirical support for this notion is provided in the
findings of several recent brand perception studies which
generally conclude that consumers use their perceptions of
marketing cues to help them evaluate various aspects of marketer
practices. Zeithaml (1988), for example, found that consumers
use their perceptions of brand price to evaluate marketer

practices; and Kirmani and Wright (1989) and Kirmani (1990) found
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that consumers use their perceptions of a brand's advertising and
promotion expenditures for this purpose. These authors, as well
as Moran (1990), contend that consumers do use their perception
of these cues, as well as profits, to evaluate overall marketer
practices. Therefore, it is likely that marketer cues (such as
brand price, quality, advertising and promotion) may evoke
attitudes of an ethical nature.

Both industrywide policies and practices, as well as the
particular marketing practices of individual organizations
constitute a major portion of the marketing environment. With
respect to attribution theory, it is proposed that consumer
perceptions of this environment are what underlie consumer
assignment of respoﬂsibility for negative buyer behavior. Thus,
by assessing attitudes toward advertising, social responsibility
and brand marketing practices, measurement of these perceptions

are possible.

Operationalization of Model vVariables

The model presented in this paper (Figure 1) operationalizes
the attitudinal variables consistent with Schiff's (1970) and
Fishbein and Ajzen's (1975) definition of attitude (Mackenzie and
Lutz, 1989). Specifically, attitude toward the ad is
operationalized as a predisposition to respond in a favorable or
unfavorable manner to particular statements regarding advertising
in general, and attitude toward social responsiblity of business

is operationalized as a predisposition to respond in a favorable
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or unfavorable manner to particular statements regarding
business.

Given the findings of Kirmani and Wright (1989), Kirmani
(1990) and Moran (1990), which specified that consumers do
evaluate brands on the basis of these cues, and Whalen et al's.
(1991) conclusion that consumers do add ethical expectations to
their evaluations of these cues, this paper presents the concept
attitude toward brand. Gresham and Shimp (1984) and Mackenzie
and Lutz (1987) investigated attitude toward the brand as a
result of ad exposure and suggest that it has both a cognitive
and an affective component.

As it applies in the present paper, the rationale underlying
this concept is that, in addition to cues such as price and
quality, today's consumer also considers the amount of
advertising and promotion done for brands. They may have their
own perception of how profitable they think some brands. Carried
further, these perceptions may allow them to develop simplistic
notions of how visible a brand is and how much money the brand
makes. Such ideas may stem from media reports of the amounts
advertisers spend to sponsor major sporting events (e.g., the
superbowl), as well as from basic associations consumers may make
regarding how much income a brand which has a celebrity
spokesperson (e.g., Michael Jordan) would have to have in order
to secure this caliber of spokesperson. The accuracy of these
perceptions is irrelevant; consumers can use vague terms sich as

"millions" to describe their impression of how much highly
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visible and highly profitable brands expend and sell. What is
important, however, is that they do make distinctions in terms of
these cues across brands on the market.

Given this backdrop, if consumers were offered the same (or
even higher) level quality of good at a considerably lower price,
it is conceivable that they may make the considerations presented
above in evaluating this brand against other, more highly
visible/highly profitable brands. Adopting the line of thinking
presented in the consumerism studies in the preceding paragraphs,
such a consideration can lead to the perception that the higher
priced brand (i.e., the highly visible/highly profitable brand)
is less ethical because it offers the exact same product at an
excessive price. Thus, the consumer's perception is that the
higher price charged is aimed to offset exorbitant advertising
costs and those of endorsements by highly-paid celebrities.
Indeed, this scenario may be the basis for a successful marketing
strategy currently being used by private label firms entering
U.S. markets. Therefore, this study operationalizes the variable
attitude toward brand as a predisposition to respond in a
favorable or unfavorable manner to particular statements
regarding specific brand practices.

Examining how consumers evaluate buyer actions shows how
their perceptions of business ethics influence consumer
éssignment of responsibility for buyer actions. Vitell and Muncy
(1992) analyzed consumer judgments of statements which presented

questionable buyer actions to determine how tolerant consumers

79




12

were of these actions. Uéing a five-point Likert scale, they
instructed respondents to rate how wrong tnay perceived these
actions. These authors note that "statements were developed
through a review of the literature and through discussions with
people who have worked in this area” (p.588). Although no
reliability or validity data were provided, they determined, from
a pre-test, that the instrument adequately represented the domain
of ethical judgments faced by consumers. It is suggested that by
examining consumer ethical evaluations of buyer behaviors in this
manner, we can see the ways in which marketer ethics influence
these evaluations.

The preceding discussion suggests a series of propositions
regarding the use of attribution theory in investigating how

consumers attribute responsibility for negative buyer acts.

Proposition 1: Consumers who perceive business
and brand ethics unfavorably will

be more tolerant of negative buyer

acts;
Proposition 2: Consumers who perceive business and
brand ethics favorably will be less

tolerant of those acts.

Further, given the situational nature of consumer ethical

judgments, two other propositions are made:
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Proposition 3: Consumers who hold the marketing
environment responsible for negative
buyer acts will use a utilitarian framework;
Proposition 4: Consumers who hold the actor responsible

will use a deontological framework.

Factors Underlying Consumer Perceptions of Others' Ethics

One other aspect of the marketing environment that may
impact how consumers attribute responsibility for negative buyer
actions is consumers' perception of society's ethics, in general.
Kanter and Mirvis (1990) found an upward (and growing) trend in
individuals' cynical attitudes and beliefs regarding American
society's ethicvs and morals over the past decade. From an
attributional standpoint, the implications of such a finding are
that, if consumers perceive that everyone is unethical to some
degree, then it is.the environment (American society) that
motivates individuals to commit unethical acts. Vitell and Muncy
(1992) used a similar rationale in explaining the impact of
consumers' attitudes toward others (i.e., society in general) on
their ethical evaluation of negative buyer behaviors.

Exploration of what impression consumers have of how their
counterparts (consumer peers) view negative buyer behavior
would aid in understanding how Kanter and Mirvis' (1990)
findings, regarding cynical ethical attitudes, manifest
themselves in the marketplace. Therefore, we suggest four

additional propositions:
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Proposition S:

Proposition 6:

Proposition 7;:

Proposition 8:

14

Consumers who perceive society's ethics
favorably will be less tolerant of
negative buyer acts; and

Consumers who perceive society's ethics
unfavorably will be more tolerant of these
acts;

Consumers who hold the environment
created by society responsible for
negative buyer acts will use a
utilitarian framework; while

Consumers who hold the actor responsible

will use a deontological framework.

Finally, a consistent finding in studies of ethics among

marketing peer groups has been that individuals perceive their

own ethical standards to be higher than those of their peers

(Ferrell and Weavez, 1978; Krugman and Dean, 1981; Chonko et al.,

1985; Ferrell and Gresham, 1985). To determine whether this

finding holds true among consumer peer groups, we formulate the

following:

Proposition 9:

Respondents' ratings of negative
buyer acts will be less tolerant

overall than their peers' ratings.
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“ONCLUSIONS AND IMPLICATIONS

Exploraticn of consumers' ethical perceptions of both
aspects of the marketplace environment are essential if we are to
develop a ccmplece understanding of business ethics. Knowing not
only what perceptions consumers have of business policies and
practices, but how those elements influence their evaluations of
buyer actions will provide today's marketer with valuable insight
into how they are performing in the eyes of the consumer.
Further, knowledge of specific marketing practices is useful for
the firm as a whole, as well as for individual departments.
Research of this nature could, for example, aid in the
development of more effective media strategies; in the creation
of image-positive brand advertisements and promotions; and in
improving the corporate image of the marketer as a whole.

At a time when general business practices face increasing
scrutiny and declining customer confidence, perhaps marketers may
benefit from concentrating less on issues like advertising
effectiveness and more on learning how such practices are
perceived by consumers. This would seem to provide a much more
achievable (and pleasant) solution than alternatives such as

regulation.
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Abstract

The Effects of Type of Labeling and of Sponsor

on Credibility of Video News Releases
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and
M. A. Ferguson, Assistant Dean for Research, (904) 392-6660
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Although organizations regularly use video news releases, critics charge that VINRs blur the line be-
tween news and promotion. The editors of TV Guide argue that when a station uses a VNR, it should
show a grapbic identifying the sponsor for the story’s duration.

This study compares a continuous graphic against one with a verbal-cnly identifier tag. and one with
a brief visual identifier-plus-a-verbal identifier at the end for three different VNR sources: a university, an ad-
vocacy group or a business or corporation.

Results indicate no differences for the VNR source nor any advantage for using the contimious visu-
al identifier over any other method for ability to identify the VNR sponsor, the credibility of the new story,
or the amount of information retained and recalled.

There are, however, differences for type of labeling when one considers whether the viewer is reliant
on TV for news. A brief visual plus a verbal identifier led those who are not reliant on TV for news to be-
lieve that stations should not use VNR materials produced by either a university, an advocacy group or a
business or corporation, while the other labeling methods had no such effects.

The authors conclude that the only labeling method likely to have any effect is the brief visual phus a

verbal identification at the story end, but then only with those subjects who do not normally rely on TV for
news.
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on Credibility of Video News Releases

Efforts to get televised messages to the public without paying advertising costs are nearly as old as
TV itself. In the early days of tolevision, independent producers focused their efforts on public service an-
nouncements, featurettes, and the news film, the precursor to the modem-day video news release. While
PSAs became popular with clients because they were relatively inexpensive to produce and contained the cli-
ent's name on screen during the end title,' the featurette did not survive because few stations used unsoficited
matenial of three-to-five minute's duration. In the earty 1950s, network television producers used film from
hand-delivered canisters to enhance newscasts that otherwise would have been devoid of pictures from out-
side their own studio.* News film did not, however, enjoy widespread success for a number of reasons: ex-
isting technology made it necessary for producers to send scripts back and forth to clients through the mail,
film processing and editing were time-consuming, and notification and delivery to news rooms often took
weeks. This invariably killed any news value for the news film.*

By the late seventies, news film gave way to video news releases for which new technologies added
immediacy, making the video release worthy of the adjective "news." Using video instead of fiim shortened
the time-to-finished-preduct by at least 2 week. FAX machines, computers, and satellite technology short-
ened delivery time still further. Today, with the client on scene to give approvals, a producer can script,
shoot, edit, and distribute a VNR all in the same day.* Companies and institutions that produce their own

VNRs need even less time to tum the product around.

'Goldsmith, M. (1993). "Producer rewinds to start of video revolution." ODwyer's Pr Services Report.
April. 24-26.

*The video news release handbook. (1991). New York: Medialink.
*Goldsmith. (1993).
‘Goldsmith. (1993).
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VNRs Are "Big'' Business

As a result, VNRSs have become big busness, and businesses, both large and small, embrace their use
in public communications campaigns. By 1992, each of the top-ten U.S. video firms reported incomes of
more than $1 million’ and by many accounts those expenditures paid off for clients. The most watched
VNRs in 1993 produced by major organizations hiring VNR production or doing their own in-house pro-
ducticn included those for: Pepsi Cola, Princeton University Plasma Physics Lab, Tine-Wamer, Columbia
Pictures, McDonalds, MGM Grand, Disneyland/Wait Disney World, and the National Institute of Disbetes
& Digestive Kidney Diseases.® The most watched 1993 VNR, with an estimated 116 million viewers, was
about the Diet Pepsi syringe hoax” VNRs are not just a U.S. phenomenon. In 1989, more than 76 miilion
U.S. viewers saw some portion of the president of Colombia's address about drug trafficking , plus the sup-
porting video scenes.®

Many companies hire video production firms to shoot and distribute VNRs for them. One firm
spent three weeks in Barcelona, Spain, taping footage for corporate clients and sponsors of the 1992 Olym-
pics.’ Politicians, lobbyists,' insurance companies,” print news organizations,"? and universities” have also

realized the benefits of telling their stories visually and seeking placement on t¢ >vision news programs.

"Video firms report income.” (1993). ODwyer's PR Services Report. April. 1.

“"\iewers guzzle Pepsi VNRs, says Medialink * (1994), O'Dwyer's PR Services Report, April, 29.
"Viewers guzzle .. . ".

*"Medialink announces 1989 top 10 U.S. video news releases.” (1990). IABC Communication World.

March. 28.
*"KEF sweeps Olympics.” (1992). Screen. September 7. 35.
McCauley, K. (1952). "VNRs add punch to lobbying campaigns." ODwyer's PR Services Report
April. 1.

"Mahr, T. (1990). "Insurers learn to use the VNR to get coverage." Nationa] Underwriter, Property &
Casualty-Risk & Benefits Management Fdition. September 17. 9,10.

'>'Print news organizations like Time magazine increasingly tumning to video nzws releases for distribution of
their stories.” (1992). US Newswire. February 7.

BTuggle, C. (1993). "Film at eleven." Currents. May. 32-39.
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News Use

Video news releases are flooding television stations. In 1992, producers made more than 4,000
VNRs," and some stations received more than ten VNRs per week either by mail or satellite.’® Stations
across the U.S. use VNRs, although some writers contend that news directors would rather admit to insider
trading than to extensive use of video news releases.® Some news directors disavow any use of VNRs in
their news programs even when it is clearly evident that the station's reporters, segment producers, or assign-
ment editors include VNR material in the newscasts."”

On the other hand, news director's attitudes toward VNRs may be changing, For example, a De-
cember 1992 Neilsen survey showed that news managers may be more willing to admit to VNR usage than
they were in earlier times. In that survey, 100% of the 92 news directors polled said they had used VNRs in
their newscasts."

Many believe the demand for and use of independently produced video releases can only increase
because of television's ever-growing hunger for information. CNN and other cable networks devote them-
selves exclusively to news and information and, among the three major commercial networks, at least eight
hours of network news programs are available to viewers in almost every U.S. city every business day. In
addition, many stations air three or more hours of local news programming per day, and stations need to fill
that time. "

=News programming expansion has not lead to an accompanying news staff expansion. More and

longer newscasts, plus growing concerns with the bottom line, mean stations will continue doing more with

““"Computer and satellite technology speed flow of TV news." (1993). US Newswire. February 2.

*"Survey tracks VNR use." (1991). ODwyer's PR Services Report. April 2.

'"The VNR top ten." (1991). Columbia Journalism Review. March/April. 14.

""Davids, M. (1988). "Now you see them. . .* Public Relations Joumal. May. 14-18, 2047,
“*Drummond, J. (1993). "Ethics vs. the economy.” Quill. May. 35-38.

"Restivo, P. (1990). "Suffering from video technophobia? JABC Commumication World. March. 27-30.
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less and may become even more open to using free video.® This scenario amplifies the influence of VNRs
because an overwhelming majority of Americans gets most of its news from television, and a majority cites
television as its only source of news.

VNRs are catching on in other parts of the world as well. The industry is eyeing the stations serving
320 million European viewers> and VNRs are reportedly becoming commonplace in Japan. ®
Monitoring and Overreporting

The industry may be becoming a victim of its own success. The availability of more and more
VNRs is making each individual offering harder to place.* The competition has never been greater among
VNR producers and distributors;” as the VNR industry has grown, so have attendant problems and criti-
cisms. VNR distributors have found that the most difficult part of the process is providing clients with proof
that a VNR report aired, how frequently it aired, and in what form® Producers and distributors have used
phone calls, clipping and monitoring services, and database searches to prove airings, or "hits" ¥ Electronic
monitoring may help provide more accurate monitoring. In 1991 Neilsen introduced its monitoring service—
Sigma~—for which an invisible code is stamped onto the client's video. While the Sigma signals, which are
tracked at more th..n 1,000 TV stations in 212 markets, are susceptible to erasure, a new system-—

LumaTrak-by Radio TV Reports, claims to be 99% effective.

“"Making news.* (1991). Consumer Reports. October. 694,695.

2"Poll: Most got war news on TV." (1991). Gainesville (FL) Sun. May 2. A8.

Z'European TV offers big potential, challenges for video executives.” (1993). O'Dwyer's PR Services Re-
port. April. 1.

PPintak, L. (1991). "VNRs go abroad (sometimes)." JABC Communication World. Jamary. 14-16.

M"VNR firms must counsel clients from production through results." (1993). O'Dwyer's PR Services Re-

port. April. 62.
5"DWTJ holds seminars to teach PR people about VNRs." (1993). ODwyer's PR Services Report. April.
67.

*Davis, S. (1989). "Prefab news." Technology Review. October. 6,7.
THonnert, G. (1989). "Video news releases." Currents. March. 30-37.
#"More firms use electronic VNR tracking systeins." (1994). O'Dwyer's PR Services Report. April, 1,12.
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Inadequate monitoring has lead to abuses within the industry. "It is not uncommon for usage figures
to be padded, either because of outright dishonesty or because the news personnel surveyed gave vague ans-
wers, " according to a former news reporter-tumed-public relations practitioner” One video distributor said
if 30 companies each claim to distribute 30 VNRS per year, 27 of them are lying *

The Ethics of VNR Use

While critics of the VNR industry agree that accurate monitoring and overreporting are problems,
many contend the use of sponsored video is wrong because it blurs the line between journalism and advertis-
ing® Critics, who often refer to VINRS as "prefab” news™ and "advertising parading as news"* question the
objectivity of TV stations that use VNRs*" VNRs, which were once assailed because they too closely re-
sembled advertisements, now are under attack because they too closely resemble news.

The Food and Drug Administration has turned its attention to VNRs because of their widespread
use in reaching television viewers. Concern centers on companies promoting drugs that the FDA has not ap-
proved or which the FDA has approved for a use different from that shown ina VNR *

Conoemsth}untheVNRmdustry over the FDA action pale compared to the concem over the
charge the VINRs are "fake news." The author of a February 1992 article in TV Guide, David Lieberman,
charged that "to viewers who think of news as the work of independent journalists who broadcast their own
reporting and camera work™’ VNRs are "fake news." Lieberman points to several examples of video sup-

plied to stations as proof that television viewers are being duped. In one instance, a cereal manufacturer

®Honnert. (1989).

®Davids. (1988).

"Davis. (1989).

“Davis. (1989).

$Gallina, E. (1991). "VNRs under attack " IABC Commumication World. October. 13,14.

Gentz, K. (1992). "The VNR controversy. "ITN. April 1.

“Shell, A. (1992). "VNRs: In the news." Public Relations Jounal. December. 20-23.

“Shell, A (1991). "FDA to scrutinize pharmaceutical VNRs." Public Relations Journal. October. 6,7.
"Lieberman, D. (1992). "Fake news." TV Guide. February 22. 10,11,13,14,16,26.
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provided video relating to the 50th anniversary of a popular cereal. In another, the sponsor of a man's quest
to become the first person to row across the Pacific Ocean provided footage that included shots of the spon-
sor's logo on the boat.®

Because VNRs allow businesses to get certain aspects of their message across™ in ways that gener-
ally shed a favorable light on the company, one writer wonders how it would be possible to avoid promoting
the sponsor when reporting "good" news, which is usually the subject of VNRs.®
Answering the Critics

VNR champions contend they are merely "picture” press releases, just like the printed releases,
which public relations practitioners have routinely distributed to the media for years.* One writer points out
that it is commonplace it is to see a television reporter head for an assignment clutching newspaper clippings
or a press release.® While industry producers admit that VINRs usually represent a pariicular point of view,®
as does the printed press release, they argue that the station has the option of using, not using, or editing the
material as does the receiver of the printed release;* i.e., distributors send VNRS to the media and take their
chances.®

In addition, many argue VNRs allow nonprofit organizations, such as universities, to publicize in-
formation or viewpoints they could not afford to advance through paid advertising ® (Although VNR
production costs vary, topping out somewhere around $80,000,”” compared to advertising, VNRs are a

relatively inexpensive way to reach the public.*)

*Lieberman. (1492).

®Mason, J, (1992). “Life after the fax machine." Management Review. August. 6.

“Gallina. (1991).

“'Careless, J. (1988). "Questionable sources." Maclean's. February 15. 53.

“Schinnick, A. {1991). "Crashing the gate (keepers)." IABC Communication World. January. 17.
“Miller, C. (1990). "VNRs are still hot, but they are drawing fire." Marketing News. November 12. 6,7.

““DC execs flock to hear "pitch’ on video." (1992). ODwyer's PR Services Report. December. 33.
“Drummond. (1993)

“Drummond. (1993).
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VNR producers themselves say they are “facilitators” who are helping journalists® because radio and
television reporters are generally not experts about the subjects on which they report™ and need VNR pro-
ducess to provide hard-to-get footage and expertise.” Producers contend that because availability of video is
often a criterion in story selection,”? and VNR producers can make video availsble that would be difficult if
not impossible for local news stations to acquire on their own, the local station can do a better job. For ex-
ample, Greenpeace has the resources to get a camera crew to Antarctica,” while the local station may not.

In addition, producers maintain that medical and scientific subjects prove difficult for local stations to cover,
because the research tends to be decentralized and stations frequently have to rely on distant stations, video
stringer semo&s, or the institution itself to provide footage and interviews*

Labeling as a Response to Criticisms

The VNR industry has reacted broadly to critics who brand VNES as fake news. For example, the
Public Relations Service Council established a Code of Good Practice for VNRs and industry executives
reaffimed the industry’s commitment to ethical behavior.*® Some within the industry went still further, call-
ing for VNR producers to affix a labe] to the tape, identifying it as from a firm that subscribes to the code.

A study by News/Broadcast Network showed that 88% of news directors said they would use more VNRs

if the tapes had such labels on them, but some said labeling gives the appearance that journalists are not

“Rubin, M. (1989). “VNRs: Re-examining unrestricted use." Public Relations Journal October. 60-62.

“"Making news." (1991).

“Drobis, D. (1992). "The increasing use of VNRs reflects a growing interdependency between television
news and public relations.” Broadcasting. August 24. 17.

“Regtivo. (1990).

% Davis. (1989).

“Drummond. (1993).

"Davis. (1989).

*Wiman, A. (1991). "Producer examines value of medical VNRs." ODwyer's PR Services Report. April.
14.

5Shell, (1992).

%Glazer, G. (1993). "Let's settle the question of VNRs." Public Relations Quarterly. Spring, 43-46.
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responsible enough to use VNRs properly.” Others said that clearly labeling VINRS as the product of the
sponsoring organization would mitigate concerns about the integrity of using of VNRs in television news.™

Labeling tapes is not the only solution critics have offered. The TV Guide article recommended:
"When a TV news organization includes film or tape prepared by an outside source in a broadcast, the label
"VIDEO SUPPLIED BY [COMPANY OR GROUP NAME] should be visible for as long as the material is
on screen..”™ Various surveys have shown that only about 50% of all VNRs aired on television news are
identified as such.®

Not all agree with labeling as a solution to the question of the ethics of using VNRs. A much-
quoted critic of VNRs, Eugene Secunda, a marketing professor at Baruch College in New York City, says
news operations do not identify footage because it would harm their creditility and compromise the believ-
ability of their programs.® Laurence Moskowitz, president of Medialink, one of the largest producers/distri-
butors of VNRS, says the vast majority of VNR stories are non-controversial, thus it is no more important
for television news viewers to know the source of the video than it is for them to know that newspapers run
corporate-supplied photographs of corporate executives. Others say if "supers" are used to identify footage
on the air, the stations themselves should be responsible for the labeling,* regardless of whether the source is
a VNR production company or any of the professional sports leagues that regularty make highlights of their

games available to television news organizations.®

Bosik, D. (1993). "Video producers debate need for VNR ethics code.” ODwyer's FR Services Report.
Aprl 1, 8-12.

*Bosik. (1993).

®Editors. (1992). "Recommended." TV Guide. February22. 26.

®Drummond. (1993). Also, "Making news." (1991).

S'Lieberman. (1992).

SRothenberg, R. (1991). "PR images spread, via satellite." The New York Times. September 9. D1,D8.

SGlazer. (1993).
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Some Questions

Inspheof&enmnymgummﬁformdagainstbbeihg&aeismmnﬁstatevidmﬁﬂmws
viewers notice a VNR-source label, placed either throughout the footage or at the end or, if noticed, that the
viewers genuinely care who supplied the VNR. To the contrary, one study reports that viewers generally do
not notice an identifying graphic, and when they do notice it, the knowledge that an outside organization
supplied the video does not affect the believability of the story. In that study, researchers at the University of
Georgia showed a variety of VNRs, half of which carried source labels, to undergraduates. The researchers
asked the students to recall the VNR stories and their atfitud&s toward the credibility of the stories. Ques-
tioning took place both immediately after the viewing sessions, and again two weeks later. The labels had no
effect on judgments about the stories, leading the researchers to conclude that the news directors and public
relations practitioners may be c.aiming more importance for the labels than deserved *

Another study, which examined the effect of labeling "staged" video on story credibility, also found
little effect of labeling. Researchers at Marquette University showed 240 students an experimental newscast
with five stories, two that they manipulated with "staging-related” labels.* Using Meyer's media credibility
index,% the researchers found no appreciable difference between credibility scores for a labeled story vs. an

unlabeled one. The researchers concluded that labeling news video as "staged" is itself not sufficient to cause

a change in the evaluation of credibility.”

“Hazinski, D. (1991). "Video news release labels go unread." Electronic Media November 4. 20.

“Slattery, K. and Tiedge, J. (1992). "The effect of labeling staged video on the crediblity of TV news sto-
nes." Joumnal of Broadcasting and Electronic Media. Summer. 279-285. The researchers defined
staging as any re-creation, manipulation, or intervention by news professionals to obtain visuals

which could not otherwise be obtained.
“Meyer, P. (1988). "Defining and measuring credibility of newspapers. Developing an index.” Journalism
Quarterly. Fall. 567-574.

Slattery & Tiedge. (1992).
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Consisterﬁﬂmughth@semﬂtsmitshoddbenotedt}mh\t}me.m studies, neither set of re-
searchers used continuous visual identification as argued for by the editors of TV Guide. The research re-
ported here examines the effects of different types of labeling alone and in interaction with variation in the
VNR source.

Current Study

Specifically, this study compares continuous visual labefing with both a verbal identifier only, and

with using a verbal-plus-a-visual identification—each alone and in interaction with the source of the VNR—~for

effects on the accuracy of source identification, the perceived credibility of the VINR, and recall of inform -
tion presented in the VNR story. |

The following section presents the hypotheses tested here as well as our reasoning for each
hypothesis:

Hla: VNRs that identify the story sponsor with a continuous visual identifier will resuit in

more accurate sponsor identification than those with a verbal-only identifier at the
“end.
Hib:  VNRs that identify a story sponsor with a continuous visual identifier will result in
more accurate sponsor identification than those with g combination of a brief visual

in the story's body plus a verbal identifier at the end.

These hypotheses rely on the suggestion by TV Guide, and are undergirded by simple leaming
theory, i.e., they assume viewers are more likely to notice, retain and recall visual information presented con-
tinuously throughout a message rather than a verbal only or brief visual logo plus verbal identification pres-

entad at the end.
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Ha:  Credibility ratings will be higher for VNRs supplied by a university than for those
supplied by a busiriess or corporation

This hypothesis relies upon an assumption that viewers generally believe a business or corporation

has an less-than-altruistic motive for supplying VNRs and thus a business-supplied VNR would be less cred-
fblet}mlwouldauniva'sitysuppliedVN&i.e.,vvimatmiver;tyVNRitisasmnledtlmmeviewerbdiev&s
theuniversityhasasodalobligaﬁontoinfonnﬂ)epublicabanitsworkandthustheimﬁmﬁon'snmsag&s
are viewed as more credible, because the sponsor's motive is Jess questionable.
H2b: Cred:bilityraﬁngswillbehigherforVNRssuppliedbyaunivm' with a continu-
gusLisual_thanforanyothercombinaﬁonofmceandlabding
This}wpotlwsoombirmﬂmer&soningusedela&bandl—na,i.e.,bemuseviewersbdievethe
universityhasanobligationtoinformthepublicaboutitsmrd\rw}ts,theytmstﬂﬁssource. Thus, using
acontinuousvisualwillmusetheviewertonoﬁoeﬂlatﬂlestorywaswppliedbyaurﬁversity,gmeraﬁngthe
greatest credibility for this story over the others.
H3a: Perceptions of bias will be lower for VNR stories produced by a university than for
those produced by a business or co 10
H3b:  Perceptions of bias will be lower for VNR stories produced by a university with a
gg_nﬁ_xluousviwalﬂmnforanyotherooﬂbhmﬁonofsamemd]abding
Asforthemﬂierhypoﬁmes,ﬁaeres&rchetsass.nnematviewasacpectuniversiﬁestomfomﬁ)e
publicandthattheperoeivedbiasintheVNRstorywillbel&ssforauniversitygmeratedVNRmanforone
produced by a business. Also, it follows from the earlier argument that the continuous visual will be more
eﬁ‘ecﬁveininfomﬁngmeaudimoet}WaurﬁveristyproduoedtheVNKandthuswillbemoreeﬁ‘ectiveinre—

ducing perceptions of bias.
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H4:  Those who view the VNR story with a university as sponsos will recall and retain
more information 2bout the story than those who see the VNR with either the ad-

vocacy group or the business as a sponsor.

Buﬂdhgonﬂw&rﬁahymﬂmﬂwfomﬁhymﬂmsas&m&ﬂmmwdae&bﬂhymﬂabw
levelofbiaswil}l&dtomoreaiiarﬁontoﬂmemﬁvasitysponsotedVNRandﬂnxsﬂleaxmuofhxfonnaﬁon
retained and recalled wiil be greatest for that VNR.

The last hypothesis explores the effect of use of VNR materials for those who are highly refiant on
television for their news. This hypothesis assumes that the highly reliant TV news viewer is sophist:cated
aboutnewssources,oﬁmobsav&stheuseofVNRnWeﬁalinnewsmsts, and thus is more fikely to believe
that there is nothing unethical or wrong with TV news using VNR-generated news materials, regardless of
the source of those materials.

The hypothesis is:

H5: TV news viewers who are highly reliant on television for news and view the VNR
with the continuous visual will be more likely to agree that it is acceptable to use
VNR-generated materials, than those who are not reliant on TV for news, regard-

less of the source of the VINR material.
Method

The researchers conducted an experiment using an actual newscast with a VNR edited into it™ to

test the hypotheses. The VNR story, edited into the newscast as the third story in a nine-story segment, was

6”"I'heﬁrsu:luthof,afonnerbroadcastnnewsprofmsional,editedthenewscastrermvingonestoryandreplao—
ing it with a video news release. The nevrscast was supplied by WBBH-TV in Ft. Myers, Florida, as
were the manipulated lead-ins and anchor tags pertaining to the inserted VNR. Two other television
news professionals, Brad Wasson and Laura Smith, who together have more than 25 years experi-
amehW,wviewedﬁwedﬁedmwscasttodﬁamhw%&hahm&hﬂMyﬁmﬂardsmﬂm
cluded it did. (We thank them for their help with this study.) The VNR originally was produced by
media relations professionals at the University of Florida, but all references to Florida and the Uni-
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about a new cancer-fighting drug—taxol—and efforts made to produce the drug without harvesting the en-
dangered pacific yew trees, the only known source of taxol.#

The researchers manipulated two factors, with three levels each: the identifier type and the VNR
source. The three identifiers used were either: 1) a visual graphic identifying the sponsor for the story’s en-
tire duration, 2) a verbal sponsor identification by the anchor at the end of the story, or 3) a brief visual
graphic appearing in the story body followed by a verbal sponsor identification at the story’s end. The second
factor also had three levels. The VNR identified the supplier as: 1) Washington State University, 2) a ficti-
tious conservation group, Save Nur Forests, or 3) a fictitious pharmaceutical company, Abbaco Pharmaceu-
ticals. This resulted ina 3 X 3 factorial design with nine separate versions of the newscast. In addition a
tenth group, a control group, viewed an unmanipulated version of the newscast that had no reference to the
VNR story's source. All aspects of the nine newscasts were exactly the same except for the method used to
identify the VNR and the institution identified as the supplier of'the story.

There were two steps to the experiment. First the researchers administered a pretest to about 200
students enrolled in an introductory public relations class. The pretest asked about demographic and per-
sonality factors that might influence how the subjects answered the questions on the post-test. The students
were then invited to take part in a study they were told was about different styles of news delivery.

The students who volunteered were randomly assigned to one of the ten experimental conditions.
Next, over the course of three class sessions in a smaller room and as a group, randomly assigned subjects

watched one of 10 versions of the edited newscast. Following the newscast, subjects were given a

versity of Florida were edited from the experimental treatments so as not to prejudice the subjects,
who were undergraduate University of Florida students.

% A university medical researcher had developed a method to increase the yield on taxol-producing analogs
from already harvested yew trees.
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questionnaire to measure their ability to spot differing identification methods and their opinions about the
credibility of all the stories in the newscast (including the VNR story) plus the newscast as a whole.

The experiment generated 150 sets of matched pre- and post-tests;™ 46 subjects were randomly as-
signed to the university source condition, 46 to the advocacy group condition and 45 to the business condi-
tion. For the type of identification, 55 subjects saw the newscast with the continuous visual identification, 45
saw wne verbal idenification only newscast and 37 saw the condition with the brief visual logo and a verbal
identification at the end.”

FINDINGS

The findings' section presents the results of the hypotheses tests and related post hoc analyses for ac-
curacy of identification of the VIR source, credibility of the source, perceptions of source bias, learning and
retention from the VNR story, and effects of media reliance on perceptions of the appropriateness of using
VNRs in TV news.

Accuracy of Identification of VNR Source

Three questions measured the accuracy of the identificaticn of the VNR source. The first asked,

"How likely is it that any story in the newscast you just saw was produced by a non-news organization and

supplied to the television station?" The choices were: "likely" and "unlikely." The next question asked: "If

POfthe 150 subjects, a slight majority (64.7%) were female, most were bom in the 1970s and the median
age was 20. Nearly all (145 of 150) subjects were single and more than half (55.7%) were juniors
and communications majors with 36.7% studying public relations and another 16.6% in some other
area of mass communications. The rest (46.7%) were in majors outside journalism and communica-
tions. A large percentage (82.7%) of the subjects were Caucasizn. Nearly two-thirds of the sub-
jects (61.4%) reported their fathers had a bachelor's degree or higher, while nearly half (48.7%)
reported that their mothers were holders of a four-year degree or higher and another 29.3% re-
ported their mothers had attended college for a time.

™ Although the experimenters ensured that there were equivalent numbers of subjects assigned to each condi-
tion, variation in class attendance over the three days of the study caused a slight variation in the size
of the experimental cells. Additionally, two subjects were removed from the study because their an-
swers clearly indicated that they had surmised the actual intent of the study.
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likely, which story(s) do you think was supplied?" This was coded so that the response was etther correct or
incorrect. The next question asked, “Who do you think supplied it?" This was coded into four categories:

a university, an advocacy groun, a business, or other. Finally, to learn how the subjects identified the source
of the information, they were asked: "How did you determine who supplied it?" This was coded into four
categories to correspond with the identification manipulations: saw it, saw it and heard it, heard it, or other.
Table No. 1 presents the results for source accuracy by the type of identiffying label.

The type of labeling appears to have affected how subjects made their judgments, and in the direc-
tion anticipated [Chi-square ( 6) =24.5, p <.0007]. Of those in the continuous visual condition, 16.4% said
they saw it in the story, 5.5% said they heard it and none said they saw and heard it. Of those in the brief
visual plus verbal condition, 5.4% said they saw and heard it, 21.6% said they heard it and 2.7% said they
saw it. For those in the verbal only condition, 26.7% said they heard it and no one said they saw it, or saw
and heard it. Although the results are consistent with the manipulation, most of the subjects (over 70% in all
three conditiuns) used other reasoning strategies to conclude who supplied the story; the most common re-
sponse (29.2%) was that the subject figured it out based upon his or her perception of a bias in the story.

There were two hypotheses for accuracy of source identification:

Hla: VNRs confaining a continuous visual identifier of the story sponsor will result in

more accurate sponsor identification than those containing a verbal only identifier at
the end.

Hlb: VNRs containing & continuous visual identifier of the story sponsor will result in

more accurate identification than those containing a combination of a brief visual in

the story's body plus a verbal identifier at the end.
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In spite of the refative accuracy of self-reports about how the subjecs leamed who suppiied the story,
the type of labeling did not affect the actual accuracy. There were no significant differences in the accuracy
of identification by label type, [Chi-square (6) = 3.14, p <.79]; i.e., regardless of the type of identifier, sub-
jects were no more likely to attribute it to one sponsor over another. Also, the percentage who said that it
was likely any story was supplied [Chi-square (2) =,86, p <.66], nor the percentage who identified the VNR
story as supplied [Chi-square (2) = 3.19, p < .21}, did not differ by type of identifier. (See Table No. 1.)

Although there were no hypotheses about source effects on ideniification accuracy, additional tests
were conducted to determine whether there were main effects for accuracy of source identification by the
VNR source. Table No. 2 presents the results of thet analysis. Overall (as necessary to the assumptions of
the study) the reported source condition was associated with the accuracy of the reporting of the story
source [Chi-square (6) = 34.0, p < .0001]. Ofthose in the university condition, 34.8% correctly said it was
supplied by a university (compared with 19.6% and 8.9% for the advocacy and business treatmens, respec-
tively). Of those in the advocacy condition, 34.8% correctly said it was supplied by an advocacy group
(compared with 4.3% for those in the university condition and 13.3% for those in the business condition).
For those in the business condition, 51.1% correctly said a business supplied the VNR (compared with
19.6% in the university condition and 15.2% in the advocacy condition).

The VNR source also affected the subjects’ perception of whether any stories in the newscast were
supplied. Of those who saw the newscast with the VNR sponsored by the confederate advocacy group
(Save our Forests), 91.3% said it was likely that any story was supplied, while 65.1% of those who saw the
University of Washington-sponsored newscast and 82.2% of those who saw the business-sponsored news-
cast said it v/as likely any story was non-news organization produced [Chi-square (2) =9.92, p <.008].

There are no significant differences by story sponsor for the percentage correctly identifying the VNR story
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as supplied, [Chi-square (2) = 3.29, p < .20], nor for how subjects said they learned who supplied the story
[Chi-square (6) = 1.33,p <.97)
Credibility of Sources

Seven questions measured how much credibility television news has when it uses VNRs. The first
question asked the subjects how much, on a 7-point Likert index, they agreed or disagreed with the state-
ment: "A story produced by a non-news organization and supplied to a television news station is less believ-
able than one produced by a news organization." The next three questions, also using 7-pomnt Likert
measures, asked for agreement or disagreement with the statement, "Television news is credible when it uses
news stories produced by: . . . ." This was followed by “"a) a university," "b) an advocacy group,” or "c} a
corporation or business." Finally, three more questions, using the same 7-point Likert measures, asked sub-
jects how much they agreed or disagreed with the statement: "As a general nule, television news stations
should not use a news story produced by: . . .. " This was followed by: “a university, b) an advocacy group,
or ¢) a corporation or business."

The hypotheses were:

H2a: Credibility ratings will be higher for VNRs supplied by a university than for those

supplied by a business or corporation

H2b:  Credibility ratings will be higher for VNRs supplied by a university and with a con-

tinuous visual than for any other combination of source and iabeling.
The hypotheses are tested with MANOVA for all 7 dependent variables using a significance test for
the source main effect (for the first hypothesis) and a test of the interaction significance for the second
hypothesis.
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For H2a and FI2b, the MANOV As revealed no sigrificant interaction effect on any of the credibility
measures for the source of the VNR with the type of identifying label, [Approx. F(28,496)=87, p < .66], for
the main effect of the source [Approx. F(14,244)=.52, p<.92], (credibility ratings are no higher for VNRs
supplied by a university than for those supplied by & business or corporation) or for the main effect of the la-
bel type [Approx. F(14,244)=1.22, p<.26]. (See Table No. 3 for the means.)

Although not hypothesized, the test for the simple main effect of the identification type with the
source revealed that there was an effect for the question: "Television news is credible when it uses news sto-
ries produced by a university” [Approx. F(14,244)=1.74, p<.049; F(8), but only when the source of the
VNR was the fictitious advocacy group, "Save our Forests [Univariate F(2,127) = 3.52, p<.033].

When all seven of the items were combined into a simple, summed index™, there are no significant
main effects or interactions, nor any significant simple main effects.

Perceptions of Bias

Using & 7-point Likert measure, the subjects were asked how much they agreed or disagreed with
statements about the "new cancer drug” story and later "the newscast as a whole.” The new cancer drug
question said, "The story about the new cancer drug:" ) "was unbiased," b)" told the whole truth,* ) "can
be trusted,” d) “didn't separate fact fom opinion," €) "was inaccurate," and f) "was unfair."

The hypotheses were:

H3a: Perceptions of bias will be lower for VNR stories produced by a university than for

those produced by a business or corporation.

H3b:  Perceptions of bias will be lower for VNR stories supplied by a university with a

continuous visual than for any other combinatic. of source and labeling.

"The internal consistency reliability coefficient (Cronbach's alpha) for this 7-item index was .79, removing
items from the index would not improve its intenal consistency.
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Table No. 4 presents the results for these hypotheses. The MANOVA indicated no significant main
effect for message source on percepﬁon§ of bias [Pillar's Trace = .13, Approx F(12,246) =141, p <.163],
nor were any of the univariate tests significant. The MANOV A test for the interaction of the source with
identification type was nonsignificant: Pilla's Trace = .11, Approx. F(24,500) .62, p < .94. In addition the
test for the main effect of identification type was not significant (Pillai's Trace = .09, Approx. F(12,246) =
.96, p < .49, but one of the nnivariate F's was significant ¥(2,127) =3.20, p <.045. This was for the depen-
dent variable asking if the story separated fact from opinion. The mean for the verbal-only identification was
4 1, for the continuous indicaior it was 4.2 and for the bref visual logo plus the verbal identification at the
end it was 4.7, i.e., the least bias was perceived when the identification type was the brief visual logo ptus the
verbal sponsor identification at the story end. (The results were identical when the perception bias measures
were treated as an index.”)

Another MANOVA was conducted for the interaction and main effects of the source and identifica-
tion type on perceptions of bias made about the whole newscast. The tests for interactions and main effects
were not significant; neither the source nor the type of identification alone nor in interaction affected the per-
ception of the bias of the entire newscast.

Learning and Retention from the VNR Story

Five open-ended questions asking for information leamed frorn the VNR and 5 true-false questions
measured the accuracy of that learning. The open-ended questions asked: 1) "Why is there controversy
over the use of taxol?", 2) "From the bark of which tree is taxol derived?", 3) "Where is that tree found?", 4)
" Additional compounds produced by the new process are called:", and 5) "Using old processing methods,

how much of the bark might be wasted?". The five true-false questions were: 1) "A new method makes

PThe internal consistency reliability coefficient (Cronbach's alpha) was .82 for the 6-item index.
“The internal consistency reliability coefficient (Cronbach's alpha) for the 6-item index was .88.
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processing the bark more efficient.”, 2) "The researcher involved is a native of the United States.”, 3) "Taxol
is a drug used to treat asthma ", 4) "A patent for the new process has been awarded to the researcher.”, and
S) "More than ten million pounds of bark have been harvested already.” All ten questions were coded so
that a correct response received a "1" and an incorrect response a "0".
The hypothesis was:
H4:  Those who view the VNR story with a university as sponsor will recall and retain
more information about the story than those who see the VNR with either the ad-

vocacy group or the business as a sponsor.

Tables Nos. 5 and 6 report the results for type of identifier and for source of the VNR. Overall, the
hypothesis were not supported, but for type of identifier, three questions were in the significant range. For
source, one variable approached significance. Those who saw the VINR with the brief visual plus verbal at
the end, when compared with those whio saw the VNR with the verbal identifier only at the end, were more
likely to provide correct answers to two open-ended questions: the tree from which taxol is derived (54.1%
vs. 28.9%) for those in the verbal at end only condition [Chi-square (2) = 5.91, p <.053], and the name of
the additional compounds produced by the process (10.8% vs. 0.0), [Chi-square (2) =4.82,p<.05]. For
the true-false questions, 50.9% of those in the continuous visual condition answered the question about
whether the researcher was a U. S. native correctly, while only 20.0% in the verbal only group and 37.8% of
those in the visual plus verbal group did so, [Chi-square (2) = 10.1, p <.007). For the effect of the source of
the VNR, 28.3% of those in the advocacy group condition answered the question asking how much of the

bark would be wasted using old methods correctly, while only 17.4 % of those in the University group and

8.9% of those in the business condition did so [Chi-square (2) = 5.76, p <.06].
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Effects of Media Reliance on Acceptability of Using VNR-Generated News Stories

The final hypothesis was:

HS: TV news viewers who are highly reliant on television for news and view the VNR
with the continuous visual will be more likely to agree that it is acceptable to use
VNR-generated materials, than those who are not reliant on TV for news, regard-
less of the source of the VNR material.

Reliance on television for news was measured by two diifferent sets of questions; the first set asked
about reliance or attachment to the subject’s more preferred TV news program and the second set asked
about reliance on TV news for different kinds of information. For the first type of reliance, subjects were
asked, "Of the national or intemational news programs or channels you watch, which one do you prefer the
most? (Check only one)."” The next three questions referred to the most preferred program. The first
asked, "If, for some reason, you were not able to watch your preferred program from above, would you
miss it: Extremely, Very Much, Somewhat, A Little, or None at AlI?" This was followed by, "How bo-
therered would you be if you could not watch your preferred program from above? Would you be bothered:
Extremely, Very Much, Somewhat, A Little, or None at All?* The last question in this set asked, "How
disappointed would you feel if you were not able to watch your favorite TV news program? (Circle the
number that best indicates how you would feel.) This question was followed by a 1 to 10 scale where "1"

was tagged with "I would not be disappointed at all." and 10 was tagged with "I would be very

disappointed.")

™This question was followsd by a list of 13 news programs or channels, plus rocom for an open-ended re-
sponse. The perentage responding to each programis; CNN, 22.1%; ABC World News
(Jennings), 16.8%; 20/20, 14.8%; CBS (Rather), 9.4%; NBC Nightly News (Brokaw), 8.1%;
TV-20, 7.4%; 60 Minutes, 5.4%;(ood Moming America, 5.4%; The Today Show, 2.0%; C-
SPAN, 1.3%; Nightline, (Koppel), 0.7%; CBS This Moming, 0.0%; Meet the Press, 0.0%, and
Other, 6.1%.
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To probe into the subjects' more general reliance on TV for news about different topics, four sepa-
rate topics were addresed. Subjects were asked: "How much do you rely on TV news for information
about the following topics: (Circle the number that best indicates how much you rely on TV news for each
topic.)" The subjects were: 1) "National Topics," 2) "State and Regional Topics, 3) "Local and Commu-
nity Topics," and 4) "Health Topics."™ These seven items were standardized and summed into an index to
reflect media reliance. Cronbach's alpha for the standardized index is .77. For the test of the hypotheis, a
median split was performed on the media refiance index to reflect high and low levels of reliance on television
for news..

Table No. 7 presents the MANOVA results and the means for the media use hypothesis. Although
the three-way interaction of source by type of identification by media reliance approached significance (p <
.083), only one of the dependent variables—whether TV news should use business-produced VNR's was sig-
nificant (p <.042). For the test of the interaction of type of identification by media reliance, all three of the
dependent variables were significant. Thus, the major focus of the discussion here is on those resuits.

Regardless of whether the question asked about TV news using university, advocacy group or
business-produced stories, the results are consistent. Those who identified themselves as low in reliance on
TV for news were the least likely to agree that TV news should use this produced material, but only after
watching a VNR with a combination brief visual plus a verbal tag at the end, regardless of the source of the
VNR. When the other labeling methods were used, there was no significant difference between those low in
media reliance or those high. The results are consistent regardless of whether the story source is & corpora-

tion or business, an advocacy group or a university. Thus, contrary to the hypothesis, it is only those who

™The scale ranged from 1 to 10 with "I do not rely at all on TV news," anchoring the "1" and "I rely very
much on TV news." anchoring the "10."
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are low in TV reliance and who saw the video with the brief visual logo and the verbal identification at the

story end who were so affected
Corclusions and Discussion

The results of this study generally support the conclusions of earlier research that a VNR label has
no appreciable simple main effect on the viewer’s ability to identify accurately the VNR story as one supplied |
by a source nor to identify accurately the story’s source.

What this study does help us to understand, however, is that the type of label significantly affects
beliefs about the appropriateness of the use of VINR for viewers who are not reliant on TV for news
regardless of the VNR source, but with a different label than the one suggested by TV Guide. Onthe
other hand, different types of labeling result in similar viewer perceptions of new story credibility, and similar
levels of recognition and retention of the VINR source. (Although there were some limited effects for the
brief visual-plus-verbal identifier at the end on the some of the recall questions, the findings are inconclusive.)

The source of the VNR appears to have some limited effects, but only for those who saw the advo-
cacy group VNR,; they were more likely to believe one of the stories was a "supplied" story, but there was no
difference in their ability to ascertain which story. There were other limited effects for the advocacy group as
the source: When the advocacy group was the source and a continuous visual was used, this caused the
viewers to attribute less credibility to university produced nev:s. (One could suspect that the viewers per-
ceived the university researcher as having "sold out" to support the advocacy group's position.) Finally,
when the advocacy group was the source, there was some himited evidence suggesting slightly more reten-
tion and recall of some of the information.

In terms of whether TV news should use sponsored stories, the results of this experiment indicate

that, for those reliant on TV for news, following the TV Guide suggestion that continuous visual identifiers
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be placed on VNRs is not likely to have any advantage over the either a brief visual plus a verbal identifier or
a verbal tag at the end of the VNR_ Also, from a practical standpoint, it is likely that news operations would
find either the verbal only or the combination brief visual\erbal identifier less obtrusive than a continuous
visual. Use of a continuous visual identifying the source would limit or negate the news operation's abifity to
use other "supers" in the story.

Limitations

In this section we will focus on two concerns related to this research: can the findings be accounted
for by other explanations (intemal validity) and weuld we expect to observe the same results in other settings
or with other subjects (external validity).

1) Internal validity: Researchers provided a controlled setting and randomly assigned subjects to all
10 conditions. The researchers did not reveal the true intent of the study until after the data were gathered,
subjects were told they would be asked questions about a news delivery style. Because this was a controlled
experiment, there is little reason to believe that the relationships observed here could be accounted for by Sac-
tors other than the experimental manipulations.

2) External validity: Because all the subjects were college students with smilar economic, educa-
tion,, and social backgrounds, the findings rmust be limited to similar groups. But even more important, be-
cause this research occurred in a "lab setting” the results are likely to be stronger than they would be in a field
setting where there are more distractions during normal viewing, Thus, effects that occur in a natural setting
should be weaker than those observed here.

Suggestions for Further Research
This study used a complete "package" as supplied by the sponsoring organization. Much of the lit-

erature suggests that news stations often use only portions of the VNR, adding their own reporters' voices
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and additional footage to "localize” the story. Perhaps when the snme of the VNR footage is edited into the
newscast, the effects would be different. Research that examines the effect of labeling portions of a story as
having been supplied by an outside source in comparison with stories that are not labeled might shed more
Light on the question of the credibility and believability.

Finally, although this study found little overall effect for labeling type, it is likely that there are many
conditions under which this is not true; specifically when the viewer has # strong interest in the topic (this
may have caused some of the differences for the "Save our Forests” VNR given the college student popula-
tion and interest in the environment) or is a sophisticated consumer of television news. It seems likely that
news consumers who are knowledgeable about the use and abuse of VNRs in television news would be
more likely to distrust stories using non-news-organization-supplied matesials. An interesting experiment
would be to compare groups who have read an “educational" article about the use of VNRs in the news
(such as the TV Guide article), in terms of their attributions of credibility and appropriateness of the use of
VNRs in news with groups who have not beca exposed to this debate. As with this study, we would expect
that those who are not reliant on TV for news would react more negatively to the use of the VNR than
those who are relatively sophisticated consumers of TV news.

Finally, it appears from this work--particularly with news viewers who are not reliant on TV news—
that the use of the logo plus a verbal identification at the end is a more effective means of alerting these view-
ers to the fact that the material is supplied rather than generated by a news organization than is a continuous
visual. One must ask, Why? Although this results here appear to fly in the face of conventional wisdom that
continuous repetition of a message is most effective, at least for retention and recall, it would be predicted by

dualcoding theory; 7 with visual information and verbal information processed separately and a greater

"Paivio, A. (1978). "The relationship between verbal and perceptual codes.” InE. C. Carterrete and M. P.
Friedman (eds.), Handbook of Perception Vol. 8. NY: Acadermic Press. 375-397.
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chance of recognition of information presented in two channels. Thus, it appears that the brief verbal at the
end of the VNR is a necessary but not sufficient condition for gaining the attention of those who are not re-
liant on TV for news; visual information is also necessary. This suggests that the combination of the continu-
ous visual with a verbal identification at the end might be even more effective than the brief logo plus verbal
identification at the end. What is apparent is that the continuous visual identification is not superior to the

other identification strategies used here and that the suggestion in the TV Guide article has no support in fact.
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Table No. 1 Accuracy of Identification of VNR By Type of Identification Used in the VNR

Type of Identifier
Continuous  Brief Visual  Verbal Chi- DF Sig.
Visual Plus Verbal Only Square
Throughout at End atEnd
N = 55 37 45
Percent saying how they leamned
who supplied the story:
Saw it in the story 16.4% 2.7% 0.0%
Saw & heard it 0.0 54 0.0
Heard it 5.5 216 26.7
Other 782 703 733 245 6 .0007
Percent saying it's likely that
any story in the newscast was
produced by a non-news
organization and supplied
to the television station
80.0 83.8 75.6 86 2 .66
Percert correctly identifying
the VNR story as supplied
63.0 813 65.7 3.19 2 21
Percent saying story supplied
by:
University 16.4 243 244
Advocacy group 16.4 18.9 17.8
Business 309 324 22
Other supplier 364 243 35.6 314 6 79
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Table No.2 Accuracy of Identification of Video News Release By Source of the VI. R

Source of VNR

University Advocacy Businesss Chi- DF  Sig.

Group Squ. e
N= 46 46 45
1) Percent saying story supplied
by:
University 34.8% 19.6% 8.9%
Advocacy group 43 348 133
Business 19.6 152 51.1
Other supplier 413 304 26.7 340 6 .00001
2) Percent saying it's likely that
any story in the newscast was
produced by a non-news
organization and supplied
to the television station
65.2% 91.3% 822% 992 2 008
3) Percent correctly identifying
the VNR story as supphied
59.4 78.6 66.7 329 2 20
4) Percent saying how they leamed
who supplied the story:
Saw it in the story 8.7 6.5 6.7
Saw & heard & 22 0.0 22
Heard it 174 174 15.6
Other 71.7 76.1 75.6 133 6 )
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Table No. 3 Credibility Ratings by Source and Type ¢f Identifier for the VNR

Type of Identifier
Continuous  Brief Visual  Verbal

Source of Visual Plus Verbal  Only
The VNR: Throughout at End at End
University (of Washington)
1) Story produced by non-news organization

less credible than by news organization™ 35 38 4.0
2) Television news is credible when it

uses news stories produced by:”

a) a university 46 44 438

b) an advocacy group 34 3.1 34

¢) a corporation or business 34 32 33

3) As a general rule, television news stations
should not use a news story produced by:®

2) a university 5.1 5.1 54
b) an advocacy group 44 3.7 3.8
C) a corporation or business 43 38 4.1
Advocacy Group (Save Our Forests)
1) Story produced by nor-news organization
less credible than by news organization 43 35 37
2) Television news is credible when it
uses news sources produced by:
a) a university 3.8* 47 47
b) an advocacy group 29 2.7 34
¢) a corporation or business 29 36 29

3) As a general rule, television news stations

should not use a news story produced by:

a) a university 47 53 50
b) an advocacy group 3.7 37 3.6
¢) a corperation or business 38 39 25

7L_ikert index from 1 to 7 where high number indicates high disagreement, i.e., high credibility.
PLikert index from 1 to 7 where high number indicates high agreement, i.e., high credibility.
% ikert index from 1 to 7 where high numbers indicate high disagreement, i.e., high credibility.
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Business or Corporation (Abbaco Pharmaceuticals)
1) Story produced by non-news organization
less credible than by news-organization 37 3.7 30

2) Television news is credible when it
uses news sources produced by:

a) a university 44 44 48
b) an advocacy group 38 47 47
€) a corporation or business 3.5 32 30

3) As a general rule, television news stations
should not use a news story produced by:

a) a university 438 48 49

b) an advocacy group 39 33 39

¢) a corporation or business 39 37 3.7
MANOVA results:

Interaction of source and type of identification:

Pillaf's Trace = .19, Approx. F(28,496) = .87, p< .66
Main effect of type of identification:

Pillai's Trace = .13, Approx. F(14,244) = 1.23, p< .26.
Main effect of source:

Pilla's Trace = .06, Approx. F(14,244) = 52, p< .93
Simple main effect for advocacy group as source:

Pillad's Trace = .18, Approx. F(14,244) = 1.74, p< 049

*Indicates univariate F-test is significant: F(2,127)=3.52, p<.032
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Table No. 4 Bias by Source and Type of Identifier for the VNR

Type of Identifier
Continuous  Brief Visual Verbal
Visual Plus Vabal Onuly
Throughout at End at End
The story about the new cancer drug:
Source of the VNR:
University (of Washington)
1)  wasunbiased® 46 46 43
2) told the whole truth™ 43 43 44
3) can be trusted® 47 48 46
4) didn't separate fact from opinion* 4.0 4.6 39
5)  wasinaccurate 46 45 45
6)  wasunfair 47 47 49
Advocacy Group (Save our Forests)
1)  wasunbiased 44 45 47
2) told the whole truth 4.0 42 45
3)  canbetrusted 42 45 48
4) didn't separate fact from opinion 44 49 44
S) was inaccurate 43 5.1 49
6)  wasunfair 5.1 5.1 5.1
Business or Corporation (Abbaco Pharmaceuticals)
1)  wasunbiased 46 42 44
2) told the whole truth 4.5 42 45
3) can be trusted 47 42 4.6
4) didn't separate fact from opinion 44 4.6 39
5) was inaccurate 48 44 47
6)  wasunfair 52 4.6 47

The question was on a 7-point Likert index where high numbers indicate strong agreement with the state-
ment, i.e., no bias.

“The statement was rated on a 7-point Likert index so that high numbers indicate high agreement, i.e., the
story was truthful.

“The statetnent was rated on a 7-point Likert index so that high numbers indicate high agreement, i.e., the
story can be trusted.

*The next three items were measured on a 7-point Likert measure so that high numbers indicate high dis-
agreement, i.e., the story is not biased.
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MANOVA results:

Interaction of source and type of identifier:

Pillai's Trace = .11, Approx. F(24,500) = .62, p< .94
Main effect of identification:

Pillai's Trace = .09, Approx. F(12,246) = .96, p< .49
Main effects of source:

Pillai's Trace = .13, Approx. F(12,246) = 1.41, p<.163.

There were no significant univanate F's.
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Table No. § Recall and Retention by Type of Identifier of the VNR

Type of Identifier
Continuous  Brief Visual  Verbal Chi- DF Sig.
Visual Plus Verbal  Oniy Square
Throughout atEnd at End
Percent providing a correct
answer to openended question:
D) Why is there controversy
over the use of taxol? 63.6% 75.7% 600% 239 2 30
2) From the bark of which tree
is taxol derived? 473 54.1 28.9 561 2 053
3) Where is that tree found? 236 29.7 133 335 2 19
4) Using old processing
methods, how much of the
bark might be wasted? 200 216 133 112 2 58
5) Additional compounds
produced by the new
process are called: 9.1 10.8 0.0 482 2 .09
Percer providing a correct
answer to true/false questions:
1) A new method makes
processing the bark more
efficient. (True) 85.5 83.8 911 112 2 S8
2) Taxol is a drug used to treat
asthma. (False) 782 81.1 86.7 121 2 55
3) The researcher involved is
a native of the United States.
(False) 509 378 200 101 2 007
4) A patent for the new process
has been awarded to the
rescarcher. (True) 29.1 243 26.7 26 2 .88
5) More than ten million
pounds of bark have been
harvested already. (False) 73 5.4 6.7 132 94
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Table No. 6 Recall and Retention by Source of the VNR

Source of the VNR
University Advocacy Business Chi- DF Sig.
Group Square

Percent providing a correct
answer to open-ended questions:
1) Why is there controversy

over the use of taxol? 67.4% 64.4% 652% 10 2 95
2) From the bark of which tree

is taxol derived? 50.0 326 46.7 319 2 20
3) Where is that tree found? 304 19.6 15.6 316 2 21
4) Using old processing

methods, how much of the

bark might be wasted? 174 283 8.9 576 2 06
5) Additional compounds

produced by the new

process are called: 6.5 6.5 6.7 001 2 9
Percent providing a correct
answer to true/false questions:
) A new method makes

processing the bark more

efficient. (True) 87.0 91.3 822 165 2 44
2) Taxol is a drug used to treat

asthma. (False) 739 80.4 91.1 459 2 11
3) The researcher involved is

a native of the United States.

(False) 39.1 37.0 356 A3 2 94
4) A patent for the new process

has been awarded to the

researcher. (True) 283 217 31.1 107 2 59
5) More than ten million

pounds of bark have been

harvested already. (False) 6.5 8.7 44 T6 2 72
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Table No.7 TV News Should Not Use Source-Produced News Stories by Type of Identifying Label

and Level of Media Reliance
Type of 1dentifier
Continuous  Brief Visual  Verbal
Visual Plus Vabal  Only
Throughout atEnd atEnd
Media Reliance
Low Media Reliant Subjects
As a general rule, television news stations
should not use a news story produced by:*
a) a university 50 42 49
b) an advocacy group 42 24 33
C) a corporation or business 42 26 37
High Media Reliant Subjects
As a general rule, television news stations
should not use a news story produced
a) a university 48 5.5 54
b) an advocacy group 38 40 38
¢) a corporation .- business 40 46 36
MANOVA results:

Interaction of source, type of identifier and media refiance:
Pillai's Trace = .34, Approx. F(28,424) = 1.41, p<.083
Significant univariate F-tests:
Business Use, F(4,109) = 2.58, p < .042
Interaction of type of identifier by media reliance:
Pillai's Trace = .19, Approx. F(14,208) = 1.57, p< .092
Significant univariate F-tests
University Use, F(2,109) = 3.76, p < .027
Advocacy Group Use, F(2,109) =3.92, p <.024
Corporation or Business Use, F(2,109) = 4.86, p <.01
Interaction of source by media reliance:
Pillai's Trace = .11, Approx. F(14,208) = 85, p< .62
There were no significant univariate F-tests
Interaction of source by type of identifier:
Pillai's Trace = .26, Approx. F(28,424) = 1.07, p< 373
There were no significant univariate F's.

®Items measured with a 7-point Likert index where high numbers indicate high disagreement with the item,
i.e., agreement that TV news stations should use the news stories.
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Main effect of type of identifier:

Pillai's Trace = .14, Approx. F(14,208) = 1.12, p< .34
Main effects of source:

Pillai's Trace = .10, Approx. F(14,208) = .85, p< .62
Main effect of media reliance:
Pillai's Trace = .07, Approx. F(7,103)=1.09, p< .38

There were no significant univariate Fs for any of the main effects.
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ABSTRACT

New Directions for Employee Communications:
A Study of Corporate Public Relations Executives

Donald K. Wright
Professor of Communication
1000 University Commens
University of South Alabama
Mobile, AL 36688

(205) 380-2800
Note: Area Code becomes 334
on January 15, 1995

This paper surveys the thoughts and opinions leading public relations and corporate
communication executives have about employee communications. The study suggests the existence
of a third major organizational role for public relations -- the communicaticn executive. Individuals
who function in this role report directly to the organization’s chief operating officer or chief
executive officer and are members of their company’s "dominant coalition.” In order to make
certain data were received directly from communication executives — and not from their
subordinates -- data were gathered in three distinct ways -- via a survey, a series of follow-up
interviews and through focus-like group meetings.

Results indicate these executives, and the corporate CEO’s they report to believe interna!
and employee communications are important. They also show that communications methods used
to motivate employees five years ago are not effective today and the public relaticns function has
not done much to discover, much less implement, any new ways to communicate with employees.

Findings suggest the corporate public relations function continues to be dominated wirh
technical journalistic-like skills instead of concentrating on developing relationships with
employees. The paper recommends public relations executives recognize their ability and
responsibility to function as agents of change in the corporate workplace making certain their
organizations communicate honestly and regularly with employees on topics the rank-and-file
workers consider important. Results suggest companies would be more effective if employees were
treated like customers. The study encourages communication executives to help top-level corporate
management change from an autocratic style of management to a coaching and empowering style
of management by cultivating dialogue.




New Directions for Employee Communications:
A Study of Corporate Public Relations Executives

Public relations people have claimed to have been interested in the role of employee
communications for decades. This interest, however, is limited when compared to the attention
public relations devotes to external communications.

Cutlip, Center and Broom (1985) claim, "no organizational relationships are as important
as those with employees..." Seitel (1992) says, "the first step in promoting positive external public
relations is achieving good internal public relations." Levinson (1966) points out employee
attitudes often reflect accurate conceptions of any organization’s image of itself. Thirty years ago,
Dover (1964) said there had been three eras of employee communications: the era of entertaining
employees in the 1940s, the era of informing employees in the 1950s and the era of persuasion
in the 1960s.

In spite of this interest, the majority of public relations practice and research for much of
this century has concentrated on external communication, especially that related to shareholders
and to the general public. Even though Pincus, Rayfield and Cozzens (1991) and Pincus and
DeBonis (1994) point out the major public relations texibsoks have chapters, or at least portions
of chapters, covering employee communications, the major emphasis of American public relations -
- teaching, practice and research -- has involved external communications. Although Pincus and
some others suggest this changed a decade or two ago they forget two major factors.

First, most university-based public relations education remains housed in journalism and
mass communication departments/schools/colleges where neither Accrediting Council on Education

in Journalism and Mass Communication (ACEJMC) accreditation nor Public Relations Society of
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America (PRSA) certification recommends, much less requires, a seperate course in employee (or
internal) communications. Most of these programs still teach employee communications, not as
a separate series of courses, but as a module within another course -- and usually simply by means
of one or two hours worth of lectures in the introductory or "principles” course. The miost
effective teaching and research involving employee communications in the U.S. today probably
takes place in departments of speech or rhetoric (many of which now are known by the title,
"speech-communication") under the label of "organizational communication.”

Second, employee communications functions in public relations departments usually are

carried out by junior staff employees who perform mainly basic technician-related tasks such as

writing and editing the company newsletter.

Are Relations With Employees Nearing a Breaking Point?

The 1990s are not the best of times for the American worker. Over the past four years,
employees at miany large corporations have faced layoffs, restructuring, increased workloads and
responsibilities while also facing huge clouds of uncretainty. At the same time many corporate
responses to a tough and competitive marketplace have pushed relations with employees to the
breaking point (Yankelovich, 1994).

On one hand, companies imply that maximizing shareholder value is the most important
priority, despite the reality this might call for additional downsizing and restructuring. At the same
time, corporations want employees to be "more dedicated than ever, working smarter and harder

to help the corporation survive and prosper” (PR News, 1994).
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Why Have Employee Communications and Public Relations Been Detached?

Most public relations authors ignore the reality that employee communications has not
always been given serious attention in the public relations process. D’Aprix (1984) acknowledges
this and says, "one of the great ironies in the practice of public relations is our tendency to
shortchange the employee audience in our organizations." A worldwide leader in employee
communication and a noted consultant, D’Aprix claims many organizations pay careful attention
to public constituencies, but ignore employee audiences on the assumption the nrganization always
can count on employee loyalty and commitment.

Black (1989) points out that internal public relations is "an extremely wide field" that
"embraces almost everything -- other than pay — which encourages employers to make their
maximum contribution to productivity and the prosperity of the company.” He also notes the role
of the public relations function in employee communications is not acutely defined and overlaps

with other functions such as personnel, human resources, labor relations, etc.

The Communication Employees Want

The Opinion Research Corporation has been measuring employee opinions of
communication in more than 200 organizations for four decades. In all of these studies, employees
indicate they receive most of their useful information about their organizations from the
"grapevine,” but would prefer to acquire it from their immediate supervisors or from group
meetings with top management (Morgan & Schiemann, 1983). Impersonal written information
sources, such as company publications, are the least preferred method of receiving internal

communications messages (Ibid.). Other research studies report similar results (Foehrenbach &

136




Roseberg, 1984, and Goldhaber, et. al, 1978)

D’Aprix (1984) says the greatest communication needs employees have are answers to

questions such as these:

How is the organization doing and where is it going?

What is our charter and how does it match up to other functions?
What am I expected to do? How am I doing?

Am I performing appropriately?

What do I need to know to do my job better?

Does anyone in this organization care about me?

How can I help?

Yankelovich (1994) claims the 1980s paradigm of maximizing sharehelder value is in direct

conflict with the emerging 1990s paradigm of empowering employees to unleash their creative

skills and enthusiasm to power coroprations to success. He says this conflict has produced five

patterns of employee response.

They no longer believe in job or employer permance;
They believe employers are no longer loyal to employees;

They have lost confidence that acquiring new skills will be recognized and
rewarded;

They believe that corporate quality initiatives are really shorthand for
downsizing effords; and,

They no longer look to their work as a prime source of satisfaction.

Employee Communications Media Programs

One of the major contributions the public relations function has provided employee

4
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communications involves a variety of media programs. In some small organizations these might
be as simple as a quarterly, mimeographed newsletters but in large corporations these can involve

.

everything from weekly, or bi-weekly, company newspapers to a series of television programs
designed to bring top management closer to rank-and-file workers.

Jackson (1994) and D’Aprix (1984) both have criticized public relations praciitioners for
being more concerned with media communication programs than with developing a strategic
internal communications strategy based upon a research base involving the behavioral sciences.
While the public relations function has done a fairly adequate job designing and implementing
programs and publications for external audiences, the record is not as respectable in terms of
internal constituencies. The public relations function appears te have spent time attending to

relationships with external publics at the expense of internal audiences.

Organizational Role Concerns and Employee Communications

As mentioned earlier, many internal communications functions in public relations
departments are managed by junior staff employees performing mainly basic technician-related
tasks. Ironically, public relations scholarship rarely has concerned itself with the function’s location
in organizational structures. Some studies have focused attention on either paradigms describing
what activities public relations practitioners actually perform, or models that attempt to describe
the typical ways in which public relations is practiced.

Organizational role scholarship has attempted to clarify everyday activities of public
relations practitioners. These studies grew out of the Broom and Smith semiral works on

practitioner roles. Six separate practitioner roles have been identified in these studies --
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communication technicians, expert prescribers, communication facilitators, problem-solving process
facilitators, media relations specialists and communications liaisons. (Broom & Dozier, 1986)
Additional research (Ferguson 1979) has fragmented role understanding to include a variety of
different acuvities such as researchers, good-will ambassadors, meeting organizers and so forth.
Generally, public relations scholars agree with the existence of two major practitioner roles —
communication technicians and communication managers.

Creedon (1991) pointed out that women tend to be technicians while men tend to be
managers. She joins L. Grunig (1992a) in suggesting if men comprise most of the managerial
positions they make most of the decisions and are more involved ir an organization’s "dominant
coalition.”

The attempts of Grunig and Grunig (J. Grunig & L. Grunig, 1992) to delineate how
public relations is practiced add potential to interpretations of occupational role concerns. They
identify four "models" of public relations practice that cover a more spacious theoretical spectrum
than the concept of organizational roles and are concerned less with tasks and activities
practitioners perform and more with the philosophy of communication behavior including the
organizational purpose and direction behind it. These Grunig models suggest public relations can
be practiced in one of four ways; two methods involving one-way communication; and two
methods involving two-way communication.

The models involving two-way public relations are rwo-way asymmerrical communication
and two-way symmetrical communication. The asymmetrical approach operates on the assumption
that people can be manipulated and persuaded. Mutual understanding is the main objective of the

two-way symmetrical model. J. Grunig (1992) presents a strong, normative argument in suggesting
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that employee public relations programs can be more effective if structured through a symmetrical

internal communication system.

The Role of the Communication Executive

The study at hand suggests the existence of a third major organizational role for public
relations -- the communication executive. Individuals who function in this role hold titles such as
senior vice president of communications, public relations, public affairs, etc., and report directly
to the organization’s chief operatiug officer or chief executive officer. Communication executives
are vigorous members of their organization’s "dominant coalition” and function within the "inner
circle” of organizational decision making. They spend most, if not all, of their time performing
managerial and executive tasks, and function rarely, if at all, as communication technicians.
Communication executives function at the highest management level of the organization and have
organizational power equal to executives from other corporate functions such as law, finance,
manufacturing, engineering, marketing, human resources and so forth.

To be reliable and valid this proposition requires authentication via the same rigorous,
quantitative research used in aforementicned organizational role studies. Operationalization of such
a study would be extremely complex given the small number of potential communication
executives. While there are more than 150,000 people practicing public relations in the U.S. today,
there probably are no more than 250 or 300 people who truly function as communication
executives.

Although not addressed in specific terms, the concept of the communication executive has

been supported in previous research. Broom (1986) as well as Grunig and Grunig (1986) discuss
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the importance of having the public relations function active in organizational decision making.
Dozier (1992) points out this involvement must include participation in the decision-making
process and not just setting in motion decisions made by others. L. Grunig (1992b) argues that
public relations people should be part of the dominant coalition and claims excluding them from
this task is ccunterproductive for public relations, the organizations they represeat and society as
a whole. Broom and Dozier (1985) say involving practitioners in the dominant coalition is
"perhaps meore important to the profession of public relations than any measure of professional
growth.” J. Grunig and Hunt (1984) claim the practice of public relations can not be justified
unless practitioners are highly involved in organizational decision making,

There is only one way the public relations department of an organization truly can be part
of the dominant coalition and this requires the function having a communication executive, a
senior-level corporate communications officer who plays an active role at the decision-making table
and reports directly to the organization’s most senior management.

If one agrees with the thesis ~ shared by Broom and Dozier (1985) and ]J. Grunig and
Hunt (1984) -- indicating that dominant coalition inclusion for public relations people is "perhaps
more important to the profession of public relations than any other measure of professional
growth,” this assumption about existence of the communication executive role takes on even
greater importance and significance and opens the door to the possibility of a wide range of
additional research studies. Acceptance of the existence of a communication executive role implies
the belief that managers "manage” the function but executives are the ones involved in making

decisions.

Our first experiment with role research involved a much larger national sample than
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previous studies and yielded more than 1,000 usable responses (Wright, et. al., 1991). This
permitted larger cell sizes and the ability to deal statistically with the reality that most public
relations people actually function in a variety of roles. Although many other authors acknowledge
some "technicians” spend time working as "managers” and most "managers” perform some
"technician” tasks, sample sizes of most of these studies have not been large enough to explore the
reality that different types of "managers” and "technicians” exist.

Another major limitation with many previous role research studies is that samples have
been limited to employees of small organizations and/or to practitioners whoe belong to
organizations such as the Public Relations Society of America (PRSA) and the International
Association of Business Communicators (IABC). The majority of senior vice presidential-level
cemmunications executives work for major corporations and an unusually large percentage of them
are not members of either PRSA or IABC.

Although "communication managers,” as defined by Broom, Dozer and others,
theoretically are involved in dominant coalition-level organizational decision making, one could
question the validity of this claim unless these "managers” report directly to senior executive
officers of their organizations. As we have pointed out previously (Wright, 1994) communication
"executives” are vigorous members of their organization’s "dominant coalition” and function

within the "inner circle” of organizational decision making.
Implications to Internal Communications

Implications of the role of the communication executive to the effectiveness of an

organizations employee communications function are overwhelming. If an organization has a senior
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vice president of communications who reports directly to the organizations chief executive officer
(CEO) or chief operations officer (COO), this public relations person can play an extremely
significant impact in directing the organization’s internal and employee com.nunications. This
communication executive also could do much to clarify overlapping of the internal communications
function with human resources, personnel and other departments.

Any commitment from the senior vice president of public relations to the employee

communications function could do much to enhance internal communications in any organization.

Observing Communication Executives

While communication technicians and communication managers have been examined
extensively in prior research few, if any, studies have focused solely on communication executives
for a number of reasons. First, although there are more than 150,000 techpicians and managers
in i ¢ nation there are only about 250 to 300 communication executives. Second, these executives
are extremely busy individuals who are paid very large salaries and are not noted for filling out
mail questionnaires or otherwise participating in academic research. And, third, most, if not all,
questionnaires addressed to communication executives are filled out by their subordinates if

completed at all.

Method
The study reported on in this paper attempts to provide an assessment of thoughts and
opinions leading communication executives hold about employee communications. In order to

make certain data were received directly from communication executives — and not from their
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subordinates -- information was gathered in three distinct ways -- via a survey, a series of follow-up
interviews and through focus groups. With the possible exception of some elements of the JABC
"excellence project” (J. Grunig, 1994) this study represents the most comprehensive survey of
senior-level public relations executives in the world.

The research began with a sample population of 218 members of the Arthur W. Page
Society, an organization of senior-level public relations executives. Most members of this
organiiation appeared to meet the aforementioned, operational definitions of communication
executives, especially since most members of this society are the senior corporate communications
officers. The original intention was to send a mail questionnaire to this senior group of
practitioners. However, a telephone poll of a small test sample of this population confirmed most
would not participate in the study and many who would take part admitted they probably would
ask those who reported to them to complete the measuring instrument.

This telephone poll pre-test also sought what, if any, method could be used to discover
thoughts and opinions of these communication executives. Mail questionnaires were ruled out for
reasons already stated, telephone interviews were eliminated as a possibility when the sample test

poll determined one could not expect much participation via that method while budget, and other,

restrictions voided methods such as personal interviews.

Communication executives pre-tested said they would be most likely to participate
personally in a poll that asked them to return a questionnaire via telephone fascimile transmission
provided (a) the questionnaire was no longer than one-page, (b) the questionnaire was sent from
and returned to another senior communication executive, and (c) anonymity was prosmised to ali

respondents. There was some consensus that follow-up interviews after completion of the fax poll
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could be successful, provided they were conducted by somebody known to most of those being
interviewed.

With this in mind a one-page questionnaire was designed and mailed to the 218 senior
practitioners with a cover letter from the academic researcher and a senior communication
executive who agreed to assist with this study. The cover letters and envelopes the questionnaires
were mailed in contained the name and logo of this senior communication executive’s company -

a major Chicago-based bank. The questionnaire was designed so it doubled as the fascimile
transmission sheet. All the subjects had to do was check the appropriate box next to eight
questions and return the page, via fax, to the Chicago telephone number.

Despite a variety of methodological restrictions — including the reality that you can’t ask
many questions in a one-page questionnaire -- this method was selected for the study’s initial data
gathering procedure. Since the study’s total universe was small and researchers recognized the
quantitative data could not be put through appropriate statistical procedures, a qualitiative data
gathering stage also was implemented. This consited of a series of follow-up "conversational
interviews" and three, large focus-like groups -- all involving senior communication executives --
that were conducted following tabulation of the survey’s results.

While the combination of quantitative and qualitative data gavhering phases permitted the
probing of issues in considerable depth, an admitted weakness of this study’s methodology is the
inability te rank order and/or statistically test the significance of this study’s findings. The study’s
advantage over so many other pieces of reserch is that respondents are senior-level communications
officers with major corporations.

Carter (1958) suggests the conversational interview permits greater depth of inquiry and
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response than does an interview in which the same questions always are asked in the same way for

each respondent. The interviewer’s function in this type of research is to encourage respondents
to talk about given topics with a minimum or direct guidance. As Selltiz (1959) says, "Perhaps the
most typical remarks made by the interviewer in a nondirective interview are: "You feel that’ or
"Tell me more’ or "Why?’ or 'Isn’t that interesting?’ or simply, Uh huh.’" This approach is not
recommended in studies using many hired interviewers.

After analyzing survey results and conducting the conversational interviews, focus-like
groups were conducted in connection with the Arthur W. Page Society’s 1994 Spring Seminar.

A total of 148 senior-level communications executives participated in the various data
gathering stages of this study. White males dominated the study. Although space limitations
prevented including race and gender questions on the fascimile questionnaire, only 16 of the
participants in the focus group and conversational interview statges -- about 20% - were women
and all of this study’s subjects were white. Completed questionnaires were received from 68
respondents. Results of this portion of the study are reported in Table 1. These findings were used
to structure questions for additional data gathering stages. Conversational interviews were
conducted with 37 communication executives and 41 participated in the large, focus-lﬂ;e groups.

All interview and group participants were members of the study’s original total population.

Results

Results suggest that corporate public relations executives interviewed in this study believe
internal and employee communications are significantly important today. At the same time,

however, results also suggest strongly that the communications methods used to motivate
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eraployees five years ago are not effective today.

The study also discovered communications executives believe:

CEO’s of major corporations consider internal and employee
communications significantly important.

Most employees consider communications from top management to hold
about the same level of credibility it had one year ago.

Most corporate employees think top management cares slightly more about
profits than it cares about them.

Many employees are receiving contradictory signals and mixed messages
from American corporations.

Today’s corporate employees demand more and expect more.

The American worker is going through a significant change in values
reflecting a greater importance on quality of life than on financial rewards.

The employee function needs to concern itself more with communicating
with this changing national workforce that’s immersed in a transition that
involves factors such as the birth of many small companies, a significant rise
in the number of people working at home and an increase in the number
of part-time workers.

The business logic of the 1980s has changed from the logic of the 1990s.
Many companies talk the logic of the 1990s without abandoning the logic

of the 1980s and employees are becoming distrstful and fearful about the
future.

Although "downsizing” and outsourcing are not the significant issues they
were a year or two ago, they will continue to be important in the future.

American business can not rebuild employee loyalty through effective
communication alone. The communication must be supported by action.

Management of discretionary effort is becoming an extremely important
concept for employee communications.

Public relations executives need to help top corporate management embark
on a change from an autocratic stype of management to a coaching and
empowering style of management by cultivating the art of dialogue.

14
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. All internal and employee communication should involve straight-talk and
truth-telling.

. Employee coramunication must be two-way. It will not work unless both
sides listen to each other.

. Corporations need to be as thoughtful abous employee jobs as they are
concerned about dividends.

° American business would be wise to start treating employees differently.
This includes "treading them like customers” and "treating them like
responsible adults instead of treating them like irresponsible children.”

. The public relations must become more involved in personal relationships.
° Vision and values must be incorporated into employee communications.
. Research must be conducted to determine if employees actually are receiving

the most important internal communications messages targeted to
employees each week.

o The corporate public relations function must assert itself and become more
responsible for all relationships acted out in the employee setting.

. The public relations function must work closer with supervisors throughout
the organization and get them more involved in communicating with
employees.

. Companies must stimulate more employee involvement because this is thing

that motivates employees to become more loyal to an organization.

Discussion

It’s not surprising that senior-level corporate public relations executives and the CEOs they
report to consider internal and employee communications significantly important. What's
astonishing is even though these public relations experts are convinced the communications
methods vsed to motivate employees five years ago are not effective today, most of their companies

continue to implement internal communications programs based upon technical processes such as
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producing publications and video programs instead of concentrating on developing relationships

with employees, recognizing them and respecting them. This phenomenon continues to happen
even though these publications continually rank as the least important communication vehicles in
the opinions of employees.

The American corporate public relations function has spent more time disseminating
messages to employees than it has devoted to building relationships with these people. The key
to success in employee relations in the future will involve building relationships much more than
it will involve disseminating information.

Some of this problem might have been created with the reality that much of the public
relations function grew out of journalism more than it evolved from other academic and
professional disciplines. Some journalists-turned-public relations people actually believe all one
needs to do is get the fancy, slick newsletter into the employees’ hands and everything will be fine.

Although most employees consider communication from top management to hold about
the same level of credibility it had one year ago, many of these same employees continue to get
contradictory signals and mixed messages. The bulk of these mixed messages revolve around two
contrasting perspectives. The first of these is, “"We don’t need you -- you’re expendable.” However,
this message often is followed by, "We need you -- you’re important to us.” And, as Yankelovich
(1994) points out these mixed messages don’t do much to strengthen the bonds between toé-level
corpotate management and rank-and-file employees.

The reality here is that American workers are going through significant changes in values
reflecting a greater importance on quality of life than on financial rewards. Salaries, for the most

part, are not as important as benefits and quality of life. Employees are more concerned with
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having a safe, smoke-free working environment than with some of the perks their predecessors
considered important. The psychology of affluence no longer dominates the American public as
it did a decade or two ago. With changes in traditional family values and lifestyles, employees have
taken on a new set of value-driven desires such as in-house child care, flex-time, having a corporate
ombudsman and so forth. And, as these rules of the workplace have changed the corporate
employees demand more and expect more.

At a time like this many might think corporate employees would not be interested whether
or not top management cares more about profits than it cares about them. However, in this era
of "downsizing" and outsourcing, the concerns of employees of the 1990s are not so much about
salary as they are about job security.

Czarnecki (1994) believes the profit driven excesses of the 1950s, 1960s and 1970s created
the problems American business now face in the 1990s. Corporate management satisfied the
priorities of employees in the 1970s by balancing these concerns with those of customers,
stockholders, communities and other significant publics. American workers received many benefits
— financial and otherwise -- during these times when foreign competition was minimal. The 1980s
brought a period of brutal, global competition where corporate performance was measured mainly
on the price of a company’s stock. Achieving improved performance in this decade meant cutting
the fat to the bone including shifting a number of manufacturing jobs from the U.S. overseas to
highly-motivated foreign workers. During this decade American business moved more in the
direction of a single-minded focus on keeping shareholders happy.

In order to maintain that shareholder focus in the 1990s -- with globalized workforces and

other significant changes -- corporations turned to layoffs, eliminating worker benefits and other
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practices that caused friction with employees. Another developing trend in this current decade is
the attempt to strengthen marketing by focusing on the customer. In order to accomplish this,
organizations must ensure their employees are highly motivated which leads to the current message
that, "You are indispensable and we need you."

Qne major difficulty for the corporate public relations function is that many companies are
talking the logic of the 1990s without abandoning .the logic of the 1980s. In light of this, their
employees are becoming distrustful and fearful of the future.

The national workforce is changing too. It’s immersed in a transition that involves factors
such as the birth of many small companies, a growing number of people going into business for
themselves, a significant rise in the number of people working at home and an increase in part-
time workers and in a contingent labor force.

The logic of the 1990s brings a renewed importance to the concept of discretionary effort
for employee communications. This theory concerns those things individuals expend above and
beyond what’s needed to do the basic job. It’s the idea of going out of one’s way to do those
things you’re not expected to do. The logic of the 1990s recognizes discretionary effort because
many of today’s customers give their business to companies that care about the customer and not
just those who simply provide a product or a service.

Public relations executives need to stop worrying about process communication as they
work with top corporate management on programs designed to change from an autocratic style
of management to a coaching and empowering style of mapagement. Some of this can be
accomplished by stimulating more employee involvement. The idea of working closer with

supervisors throughout the organization and getting them more involved in communicating with
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employees also can be effective here.

The public relations function also needs to assert itself and reclaim the responsibities for
all all relationships acted out in the employee setting. In many organizations, responsibility for
employee communications is shared with other departments — human resources, personnel, quality,
etc. Burson (1993) has suggested the public relariens function might lack the power and influence
currently held by other corporate management activities. If public relations fails to reclaim the
responsibility for all internal and external communications its function might be relegated to a
publicity operation supperting, and maybe even reporting to, marketing.

Corporate America also needs to start planning for the communications problems it will
have if and when the layoffs ever end and "upsizing” begins. The corporate employees of
tomorrow will not be loyal and dedicated to the workplace. And, at the same time, they will

demand much n.ore in terms of internal and employee communications than their predecessors

ever did.

What Can Corporate Public Relations Executives Do?

In light of all of these concerns what can public relations executives do to improve their
internal and employee communications? They need to recognize their ability and responsibility to
function as agents of change in thc rporate workplace.

To begin with they should make certain their organizatiens communicate honestly and
regularly with employees on topics these workers consider important. Employees need to be treated
like customers. They need to be treated like responsible adults not irresponsible children. And

these communication executives need to spend as much time encouraging top-level inanagement
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to develop relationships with employees as they do having their public relations departments

produce information and disseminating it to employees.

The communication function also can help top-level management accelerate on the change
from the autocratic style of management to a coaching and empowering style of management by
cultivating dialogue. This could be accomplished by using straight talk and always telling the
truth. Although employee morale and job satisfaction are extremely low today, communication
executives should realize that being honest and candid with employees will develop credibility over
time -- not overnight, but over time.

Public relations executives could lead the way to the implementation of strategically
planned programs of action that could help re-build the bonds of trust between management and
employees. This could start with creative programs to get supervisors more involved with effective
two-way communication in the employee communications process. It also could lead to the
implementation of some other significant elements such as encouraging management to give as
much attention to employees as it gives to stockholders and customers, as well as having companies
become as concerned about job secutiry for employees as they are about dividends. Management
also should open up genuine dialogue with employees ensuring both sides listen, as well as talk,
to each other.

It also might be helpful for public relations executives to move the focus of communication
away from job security and onto employee security or workplace security. Internal communications
programs need to focus on the reality of the global marketplace that insists some Americans will
be moved into different jobs that will not necessarily be better jobs. Communication also needs

to be designed so cerporate reputations will be based on values rather than on image.
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Corporate public relations executives also need to become more in tune with rank-and-file
employees. These executives often read the New York Times and the Wall Street Journal. The
employees probably get most of their news from television. If they read a newspaper it’s probably
a local one, and if any even come close to reading a newspaper’s financial page, it’s probably in
the Money section of USA Today.

These executives, and their peers in top-management, also need to come to grips with the
problems their employees have with executive compensation today. They need to realize the
informality of dress in many working locations and should be encouraged to leave the suits and

ties, dresses and high heel shoes, home when they make visits to work locations where employees

will be dressed casually.

Public relations executives interested in communicating more effectively with employees
also need to make better use of information technology. Computers, interactive video and many
other technical attributes can be used to gather new ideas from employees as well as to inform
them about important internal messages.

These public relations executives also must be prepared to design and conduct research to
determine if employees actually are receiving the most important internal communications
messages. A number of large companies have started once-a-week telephone surveys in an attempt
to measure if their employees have received the most important employee targeted messages of the

week.
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Summary

This study discovered a number of significant things including the reality that patience,
determination and tenacity are necessary if one hopes to survey senior-level public relations
executives.

Results indicate these executives, and the corporate CEO’s they report to believe internal
and employee communications are important. They also show that communications methods used
to motivate employees five years ago are not effective today and the public relations function has
not done much to discover, much less implement, any new ways to communicate with employees.

Findings suggest the corporate public relations function continues to be dominated with
technical journalistic-like skills components such as producis';lg slick employee newsletters instead
of concentrating on developing relationships with employees. Based on this study’s results, this
paper recommends public relations executives recognize their ability and respoasibility to function
as agents of change in the corporate workplace making certain their organizations communicate
honestly and regularly with employees on topics the rank-and-file workers consider important.

The paper recommends organizations treat their employees the same way they treat
customers and encourages communication executives to help top-level corporate management to
change from an autocratic style of management to a coaching and empowering style of
management by cultivating dialogue. The study also encourages public relations executives to make
more effective use of information technology when informing employees about important internal
messages and recommends research be conducted, on a regul.r basis, to determine if employees

actually are receiving the most important internal communications messages. Findings suggest
22

155




corporations need to be as thoughtful about employee jobs as they are concerned about stockholder

dividends.

Results indicate the public relations function also should work closely with supervisors in
all aspects of organizational management and guide them in ways that will enhance their abilities
as communication facilitators. For decades American employees have said they want to receive

important internal messages from their supervisors before they hear about it in the company

newspaper or through the "grapevine."
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Table 1
Results of the telephone fascimile survey (N=68). Subjects were asked to indicate their level of
agreement with the following statements. They answered by checking "the most appropriate blank”
on a semantic-differential type of scale with possible responses ranging from Agree to Disagree.
1. My CEO thinks internal/employee communications are important today.
Agree  72% 16% 4% 8% 0%  Disagree Mean Score 4.6
2. Most employees in my company think management still cares about them.
Agree 2% 16% 51% 21%  10%  Disagree Mean Score 2.8
3. Most of our employees think top management cares more about profits than about them.

Agree  20% 33% 31% 16% 0% Disagree Mean Score 3.6

4. Most employees consider our top management communications to be more credible now than
they were one year ago.

Agree  22%  26% 28% 12%  12%  Disagree Mean Score 3.3
5. American business can rebuild employee loyalty through effective communication.
Agree  31% 41% 12% 10% 6%  Disagree Mean Score 3.8

6. The same communications methods used to motivate employees five years ago are effective
today.

Agree 0% 4% 8% 44%  44%  Disagree Mean Score 1.7
7. Our company currently is experiencing "downsizing”/outsourcing.
Agree  55% 12% 12% 6%  16%  Disagree Mean Score 3.8

8. This ("downsizing"/outsourcing trend) will continue to be an issue for our company in the
future.

Agree  57% 26% 8% 6% 4%  Disagree Mean Score 4.3
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ABSTRACT

Previous empirical research identified four models of fund raising, which explain how charitable
organizations practice this specialization of public relations. This paper reports the results of the
second stage of analysis, which explores why these organizations practice fund raising the way
they do. To move from descriptive to explanatory, the paper utilizes national data on power-
control theory, the concept of the dor .ant coalition and the issue of autonomy, as well as
organizational and practitioner charactesistics.

The study reporied in this paper was funded by a 1992-93 Research Grant from the Project on
Governance of Nonprofit Organizations, Center o Philanthropy, Indiana University, on behalf of the
Lilly Endowment and other donors.
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The purpose of this paper is to explain why charitable organizations practice fund raising the
way they do. To ac}'lieve its purpose, the paper first examines the issue of autonomy and the fund-
raising function. It introduces the organizational concept of the dominant coalition and relates that
concept to a power-control theory of fund-raising behavior. That behavior is captured in four models
that describe the different ways charitable organizations typically practice fund raising in the two
primary programs of annual giving and major gifts. These models, conceptualized and empirically
tested in previous research, also represent the values and presuppositions about fund raising held by
members of an organization’s dominant coalition.

Proceeding from this theoretical base, the paper turns to the first part of a national stud.y of 296
fund-raising practitioners, who represent the six major types of U.S. charitable organizations. Results
of the first stage of analysis are summarized, which explain Aow charitable organizations practice fund
raising. The second stage of analysis, which is the focus of this paper, explores why these
organizations practice fund raising the way they do.

Powerful individuals and groups represented in the organizations’ dominant coalitions are
identified. Bivariate correlations are used to examine relationships between those represented and the
degree to which fund raisers report that the dominant coalition supports and influences the way fund
raising is practiced. Further linkages are established by relating the degree of support and influence
with the four fund-raising models. Ar;alyses of the models with the 12 individuals and groups
identified as members of the dominant coalition provide more precise, explanatory information.

The paper then examines the relationships between the four models and 11 characteristics of
organizations and fund-raising practitioners, such as the amount of total private support raised and
departmental position. Eleven items designed to measure propensity to forfeit organizational
autonomy through the fund-raising prccess are correlated with the fund-raising models. Problems

with measuring such a complex and multidimensional concept as autonomy are discussed.
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2
AUTONOMY AND THE FUND-RAISING FUNCTION

Altbach and Berdahl (1981) divided the concept of organizational autonomy into two parts: autonomy
of a substantive nature is defined as the power of an organization to determine its own goals and
programs, and autonomy of a procedural nature is the power of an organization to determine the
means by which its goals and programs will be pursued. Dressel (1980) defined autonomy as the
apility of a college—one type of charitable organization—"to govern itself without outside controls"
(p. 1). He stated, "Brief reflection upon this definition leads immediately to the conclusion that . .
. . no institution can receive support from public or private sources and maintain complete autonomy"
(p. 1). "Any discussion of autonomy,” he explained, "must focus on the nature and extent of
autonomy required for effective operation of the institution [and] on the institution’s fulfillment of
its responsibilities to society” (p. x).

Drawing from these higher education scholars and others, Kelly (1991) argued that absolute
autonomy is neither possible nor desirable for charitable organizations because all public and private
funding involves some loss, and charitable organizations are accountable to the constituencies with
whom they are interdependent and to the larger society. According to Kelly, fund raising presents
a double-edged sword for charitable organizations: Without adequate funding, there is little autonomy
because there is little freedom to consider programming alternatives, but the needs and interests of
donors also can limit autonomy. The critical question, she said, is the extent and nature of the
limitations that can be imposed on the autonomy of an organization without eroding its effectiveness.
In other words, some degree of organizational autonomy is naturally and rightfully forfeited in
relationships with donors, but the explicit acknowledgement, identification and provision for donor
interests and needs in the philanthropic exchange prevents profound losses. Interdependencies with
donors must be managed symmetrically-—through negotiation, compromise and conflict resolu-

tion-—to avoid the risk of great losses of autonomy. 1 66
)
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Organizational autonomy has rarely—if ever—been studied in relation to the fund-raising
function. Yet Kelly (1991) provided a number of examples of charitable organizations forfeiting high
degrees of their autonomy in order to meet the demands of individual, corporate and foundation
donors. After facuity protests in 1990, for example, the California State University at San Marcos
reversed an earlier decision to accept a $250,000 gift from a wealthy rancher for an endowed chair
in geology. According to a news item about the reversed decision ("Cal. State," 1990), the gift
carried the condition that any professor who filled the endowed chair would be required to study the
rancher’s own geological theories, which "are rejected by many geologists” (p. A32). As Salamon
(1987) stated, "Historically, private funds have often come with strings every bit as one.rous and
threatening to agency independence as any govemment has devised" (p. 114).

THE DOMINANT COALITION AND POWER-CONTROL THEORY

The concept of the dominant coalition was first developed by Thompson (1967), who referred to it
simply as the "inner circle." He and other organizational scholars concluded that no one person can -
control an organization in today’s complex environment. As Hage (1980) stated: "The team
approach, the variety of specialists, the complexity of the environment, the need for joint decision-
making make the stamp of one man or woman less and less likely. This is the era of the dominant
coalition" (p. 158). Following such scholars, J. Grunig (1992) advanced a power-control theory,
which holds that organizations behave in the way they do because the people who have power in an
organization, the dominant coatition, choose that behavior. Those with power, Grunig stressed, cannot
be assumed by formal positions or titles. An extensive literature review on what constitutes excellent
public relations found that these key decision makers have a significant impact on determining the
philosophy guiding that function and the choice of the model practiced. According to Grunig, the
choice of a model by the dominant coalition is influenced by presuppositions about public relations

held by its members.
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As defined by J. Grunig (1992), presuppositions "are a priori assumptions about the nature of
truth, of society, of right or wrong, or simply of how things work in the world" (p. 8). Building on
early drafts of Grunig’s work, Kelly (1991) identified two categories of presuppositions about fund
raising: asymmetﬁcal and symmetrical. According to Kelly, asymmetrical presuppositions assurne
that fund raising involves manipulating donors for their own good, as well as for the financial benefit
of a good cause. When members of a dominant coalition hold asymmetrical presuppositions they
assume that the organization knows best and that if potential donors "just understood" they would
willingly give. This know-best assumption leads them to assume further that, because of the
worthiness of the mission, donors benefit from giving primarily because the organization benefits (i.e.,
the donor benefits from "doing good"). Fund raising is competitive and is analogous to marketing;
it is effective if it generates expected amounts of revenue.

In contrast, symmetrical presuppositions assume fund raising is the means by which charitable
organizations and donor publics interact in a pluralistic system to fulfill their interdependence for their
benefit, as well as society’s. Members of the dominant coalition who hold such presuppositions
support an "“idealistic" approach to raising private gifts. Donors give—mnot bc .use they are
persuaded—nbut because they have their own reasons for doing so. A decision to make a gift is based
on the utilitarian value of the exchange as perceived by the donor, a sense of responsibility to serve
the greater public good, and an interpretation of what constitutes the public interest (e.g., supporting
pro-life or pro-choice). Fund raising concentrates, therefore, on the juncture where the self-interests
of donors and organizations meet. Rather than generating revenue, its primary value to the
organization is its management of environmental relationships with donors.

Based on the power-control theory, the way in which members of the dominant coalition
conceptualize fund raising essentially dictates how a charitable organization practices it (i.e., the

model of fund raising predorninantly used).

168




FOUR MODELS OF FUND RAISING

Using public relations models as an analytical tool, Kelly (1991) examined the history of fund raising
in the United States and concluded that, historically, there have been four models of fund raising:
press agentry, public information, two-way asymmetrical, and two-way symmetrical. Kelly aiso found
evidence in the literature that these four models continue to be used by charitable organizations today.
A complete description of these models and the historical stages through which fund raising seems
to have passed can be found in Kelly’s 1991 book; however, as a theoretical component of this paper,
an overview of the models’ characteristics is presented here.

The purpose of the press agentry model is to propagandize a cause. Its practice is based on
principles of manipulation and control. The nature of communication for the model is one-way from
organization to donor, with truth not being an essential factor, and communication being dependent
on emotions. Little research is conducted by its practitioners. The leading historical figures
associated with this model are Charles Sumner Ward and Lyman Pierce, the YMCA fund raisers who
developed the "whirlwind campaign method" beginning in 1902. This oldest model is the least ethical
and socially responsible of the four.

Practitioners of the press agentry model include among their roles those of cheerleader,
evangelist and arm twister. Favorable publicity in the media, scores of volunteers, and appeals that
touch people’s hearts are fundamental to their programs. Their fund-raising efforts are based on the
assumption that the more people who know.about their cause, the more dollars they will raise. They
spend much of their time on activities such as organizing volunteers, staging special events,
coordinating phonathons, and preparing publicity material. They place less emphasis on activities
such as counseling senior management about fund-raising issues and participating in strategic planning

for their organizations.
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The purpose of the public information model of fund raising is to disseminate needs
information. Whereas the press agentry model is dependent on emotions, the public information
model relies on “enlightenment” (i.e., fund raising is dependent on rational, intelligent and
compassionate donor publics). The nature of communication is one-way, and in contrast to the press
agentry model, truth is important. The historical figures identified with this model are Bishop
William Lawrence and Ivy Lee, who—together in 1916—developed an approach different from the
press agentry model to raise $8.8 million for the Episcopal Church Pension Fund.

The purpose of the two-way asymmetrical model is to scientifically persuade giving, and the
nature of communication is two-way, with unbalanced, or asymmetrical effects. This model is
dependent on accessibility to donor publics and uses formative research on those publics to shape
communications. Results are evaluated by indiscriminate dollar totals. The leading historical figure
associated with this model is John Price Jones, who founded one of the first fund-raising consuiting
firms in 1919.

The purpose of the two-way symmetrical model of fund raising is to reach mutual understand-
ing with donor publics. The nature of its communication is two-way, with balanced, or symmetrical,
effects. Whereas fund raisers practicing one of the three asymmetrical models believe that donors
benefit from making a gift primarily because the charitable organization benefits, those practicing the
two-way symmetrical model identify prospective donors’s needs and negotiate the philanthropic
exchange so that benefits flow both ways, as well as spill over into society (i.e., the exchange is not
quid pro quo, which differentiates it from a market exchange).

This symmetrical distinction emphasizes the model’s orientation to systems theory and the
environmental interdependencies that exist between donors and charitable organizations. In accord
with its systems orientation, effectiveness of the two-way symmetrical model is evaluated primarily

by its contribution to enhancing and protecting organizational autonomy and accountability. No
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leading historical figure is identified with this most recent model, although a few educators and
“reflective practitioners” currently are defining how such a model should be practiced.

There is some empirical evidence that this model, which theory predicts is the most ethical and
socially responsible, also is pragmatically more effective than the three older models. As reported
shortly, Pearson product-moment correlations were computed for the four models and the total amount
of private dollars raised in one year by the organizations represented in the national study of fund-
raising practitioners. The only model that demonstrated a significant and positive relation-
ship—-although small—was the two-way symmetrical model as practiced in major gifts programs
(.13, p < .05). Press agentry had nonsignificant and low correlations with the reported gift amounts
(-.02, .05, p > .10). In short, this paper lends support to the thesis that charitable organizations can
do well while doing good.

Concluding this overview, it is important to emphasize that models are simplifications of reality
and not everything any single fund raiser does will fit any of the four models perfectly. Furthermore,
these models are not practiced exclusively. That is to say, fund raisers use all four models to some
extent, but practice one predominantly.

NATIONAL STUDY OF FUND-RAISING PRACTITIONERS: PART I

In 1992, a four-page questionnaire, designed to measure the four fund-raising models and independent
variables that theory predicted would explain their use, was mailed to a stratified sample of members
of the National Society of Fund Raising Executives (NSFRE). The strata represented the six major
types of charitable organizations as defined by the American Association of Fund-Raising Counsel
(AAFRC) Trust for Philanthropy (1991): (1) arts, culture and humanities, (2) education, (3) health,
(4) human services, (5) public/society benefit, and (6) religion. A complete description of the study’s
methodology and the findings of the first stage of analysis can be found in Kelly (in press). Only

information directly related to the second stage of analysis is given here.
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Sampie

The sample consisted of 618 of NSFRE’s 12,644 paid members on the date of selection. The
questionnaire was printed on six different colors of stock to track respondents by the type of
charitable organization for which they worked. Of those mailed, 21 undeliverable and 296 usable
questionnaires were returned, resulting in a response rate of 50%.

Mecasurement

To measure the models of fund raising, four items were developed for each of the four models based
on their characteristics as given earlier. All 16 items were measured for how well they described the
way fund raising was practiced both for annual giving and for major gifts programs. A fractionation
scale, used by J. Grunig et al. (1991) to measure models of public relations, was adopted in this study
to measure the fund-raising models, a set of fund-raising activities, and the degree of the dominant
coalition’s support of and influence on the fund-raising function.

NSFRE respondents were asked to identify who was represented in the dominant coalition, or
the group of powerful people who control their organization. Respondents were instructed to check
all of the 12 individuals and groups listed that applied and were given an "other specified” option
(i.e., they were not limited in their response).

Single indicators were used to measure 11 characteristics, or demographics, of the respondents
and their organizations. All but 1 of the 11 were nominal (e.g., gender) or interval (e.g., age)
measurements. For the 11th item, respondents were asked to indicate to whom the fund-raising
department reported, and forced choices were ordered from the most senior manager in the
organization, down to a more junior level of management.

Finally, 9 of the 11 items designed to test the propensity to forfeit organizational autonomy
were belief declarations measured on a seven-point Likert-like scale of agreement and disagreement.

One of the two remaining autonomy measures was a single dichotomous indicator that simply asked
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if the respondent’s organization had ever changed its goals or shifted its priorities in order to acquire

a particular gift. The last autonomy measurement was a single indicator that asked respondents to

select one of four choices that best described their organizarion’s efforts to control the acquisition of
charitable gifts; for example, what can and cannot be accepted or what potential costs of
administrating the gift’s purpose must be covered by the donor. The ordinal choices ranged from

having no policy down to the organization having a comprehensive written plan.

First-Stage Results ‘

The quantitative data collected were analyzed using SPSS. The 296 usable questionnaires provided

a relatively well-balanced proportion of respondents from each of the six major types of charitable

organizations. Demographics of the sample are very similar to those of the general NSFRE.
membership (Mongon, 1992).

Analysis of the data measuring the four models showed that they do exist in the real world (i.e.,
they describe the typical ways fund raising is practiced). The statistical techniques employed
provided supportive evidence of their reliability, validity and acce~cy. Although findings supported
the models as conceptualized by Kelly (1991), they also suggested some revisions in their
measurement.

A major finding was that the press agentry model is the model predominantly practiced today,
although fund raisers tend to move toward the two-way models when conduct.ing major gifts programs
as compared to annual giving programs. Mean scores on the four fund-raising models differed little
among the six organizational types, with those on the press agentry model greater than average. It
was concluded from this first stage of the research that the predominant practice of this least ethical
and socially responsible model bodes poorly for the success and even survival of America’s nonprofit
sector. This conclusion added a constructive component to the second-stage of analysis on variables

that would help explain why organizations choose the models they practice.
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NATIONAL STUDY OF FUND-RAISING PRACTITIONERS: PART Il
Mean Scores on the Models

The earlier analysis suggested that the reliability of three models would be slightly improved if 3 of
the 16 items were removed from cne or both of the annual giving and major gifts scales. Those items
were deleted for this second stage of analysis. Table 1 presents the mean scores on the four models
as practiced in major gifts programs. Although Cronbach’s alphas still are lower than that
recommended for highly reliable scales (Carmines & Zeller, 1979), they are acceptable, ranging from
.56 for the public information model to .74 for the two-way asymmetrical model.

[Place Table 1 About Here]

As demonstrated in Table 1, press agentry remains the model of fund raising predominant-
ly practiced. Furthermore, it is predominantly practiced by all six types of charitable
organizations. The second highest mean scores are on the public information model, followed
by the two-way symmetrical and the two-way asymmetrical models. The reversed order of the
two-way models, 7.67 vs. 5.85 (t=9.01, p < .00) for major gifts, is contrary to theory. Lower-
than-expected scores on the two-way asymmettical model may be due to the fact that the three
remaining items measuring that model are related to conducting research. Responses indicated
that fund raisers do little research beyond that on donor prospects to direct their programs;
therefore, their scores on this model are the lowest of all four. Mean scores for the models as
practiced in annual giving show the same order.

To confirm that there were no significant differences on the mean scores of the models
among the six types of charitable organizations, one-way analysis of variance was employed.
Analysis showed that no group among the six is significantly different at the .05 probabiity level.
In other words, the mission of a charitable organization, whether it is arts or religion, makes no

difference in the predominant practice of the press agentry model.
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The paper now tumns to the relationships of the models to variables that theory suggests
will help explain why charitable organizations practice fund raising the way they do and,
specifically, why they predominantly practice the oldest and least ethical model—mpress agentry.
Analysis of Power-Controi Variables and the Models
As explained earlier, NSFRE members were asked to identify who was represented in the dominant
coalition. As given in Table 2, the resulting list of dominant coalition members and the proportion
of organizations in which they are represented in the power elite is both expected and surprising.

[Place Table 2 About Here]

Of the 295 respondents answering the question, 19 (6%) reported that their organization’s
CEO is not a member of the dominant coalition. Although such a situation could be considered
rare, it is not inconceivable. For example, the CEO may be near retirement age and serving more
as a figurehead than as a leader.

Trustees are represented in only 80% of their organizations. This finding supports those
scholars, such as Herman and Block (1990), who challenge the prescriptive model of nonprofit
management that places trustees in a superordinate position in the hierarchy of charitable
organizations. Apparently only those trustees who are within the inner circle have the power to
control the organizations for which they are stewards.

As 67% of the respondents reported that they are the head of the fund-raising department
in their organizations, it is somewhat suspicious that 63% said the fund-raising head is a member
in that organization’s dominant coalition. On the other hand, fund raising has acquired
organizational power in recent years. According to Herman and Block (1990), fund raising
became an increasingly important function with the expansion of the number of charitable

organizations during the 1960s and 1970s, and the reduction in government funding in the early
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1980s. A crosstabulation of those who reported they are fund-raising heads with responses to
the item on the fund-raising head being a dominant-coalition member showed that 71.7% of those
reporting that—in their organizations—the head of fund raising is not represented in the
dominant coalition are the fund-raising heads themselves (Kendall’s tau b = -.06, p > .10). In
other words, the high percentage of fund-raising heads in the dominant coalition is an indication
of fund raisers’ current power in charitable organizations and not a flaw of self-reported data.

Moving down in percentage of organizations in which they are represented, the chief
financial officer (CFO) and the chief operating officer (COO) were identified as members of the
dominant coalition in 52% and 35% of the organizations, respectively. This latter finding may
be attributable to a high percentage of CEOs who are also the COOs of their organizations. Or
it may indicate that COOs, who presumably are responsible for their organizations’ programming,
have little control in 65% of the approximately 12,500 charitable organizations represented in the
NSERE population.

Such a situation would help explain recent charges of low accountability among many
charitable organizations. For example, in their article on health charities, Milofsky and Blades
(1991) stated, "As services become less important than fund-raising [sic], organizational
competence can suffer" (p. 389). These philanthropy scholars identified clients and donors, as
well as taxpayers, as the three constituencies that have a legitimate interest in health charities and
argued that charitable organizations will be accountable only to the extent to which clients and
others force them to be. They advised clients and their families to form activist groups to
demand fuller representation in the decision processes of these organizations.

As given in Table 2, clients, as well as employees and government, currently are not well

represented in the dominant coalitions of charitable organizations (8% each). On the other hand,
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a somewhat surprising finding of this study is that individual and corporate major donors are
represented in the dominant coalition of 16% and 10% of the organizations, respectively,
although foundation donors are represented in only 5%. These findings can be viewed as both
positive and negétive in that, as pointed out by Milofsky and Blades (1991), donors have -a
legitimate interest in charitable organizations. Conversely, these same scholars stated, "There is
much anecdotal evidence that program decisions have been determined by fund-raising concerns
or by the ideological or religious convictions of major donors" (p. 389).

In this current study, one third (33%) of the fund raisers agreed that although donor
priorities do not control, they often do not blend with those of the charitable organization. One-
fourth (25%) agreed that it was not rare for donors to try to influence organizational policy, and «
31% agreed that some gifts cause a significant shift in organizational priorities. Finally, 25% of
the respondents reported that, indeed, their organization had changed its goals or shifted its
prionities in order to acquire a particular gift.

The head of public relations is a dominant-coalition member in 30% of the organizations.
As fund-raising heads are members in twice as many organizations, these findings provide
evidence of encroachment, or situations in which the head of fund raising manages the public
relations function (Keliy, 1993, 1994).

Only 40 (14%) of the respondents specified a diverse range of groups and individuals in
the "other" option. Typical of these responses—none of which was specified more than
twice—were: (1) other senior managers such as deans, exhibition heads and the director of
planning; and (2) other external groups, such as major, rcliéious denominational donors and the
founder’s family. Responses to this open-end question did not uncover any important groups or

individuals that were overlooked in the list provided in the questionnaire.
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Moving from who is represented to the impact the dominant coalition has on fund raising,
respondents were asked to .indicate the extent to which they believe the dominant coalition they
had identified supports the fund-raising function and influences the way fund raising is practiced.
Table 2 displays Kendall correlation coefficients for the degree to which the dominant coalition
supports and influences fund raising and the individuals and groups represented in that powerful
elite. Of the 12 member categories, only one—the head of fund raising—has a significant
relationship with increased support for the fund-raising function. This relationship, although
relatively small (.13, p < .05), is logical in that admittance to the dominant coalition would place
increased importance—and, therefore, support—on the function represented. Similarly, there
is a significant and positive relationship between membership of the fund-raising head and the=
degree to which the dominant coalition influences fund raising (.11, p < .05). Related to the
issue of autonomy just discussed, there is a positive and significant relationship between the
representation of individual major donors in the dominant coalition and the extent to which that
group influences the way fund raising is practiced (.10, p < .05).

Linking these findings to the four fund-raising models, Table 3 provides Pearson
correlation coefficients for the dominant coalition’s overall support of and influence on fund
raising with the models as practiced in both annual giving and major gifts programs. This table
shows there is a significant inverse relationship between support of the dominant coalition and
the two-way symmetrical model as practiced in annual giving programs (-.12, p < .05), whereas
there are significant and positive relationships between support and the model predominantly
practiced by the population in annual giving and major gifis programs, the press agentry model
(.16, p <.01; .15, p < .05). Iu other words, these statistics provide empirical evidence that the

dominant coalitions of charitable organizations support those fund-raising departments practicing
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press agentry (i.e., they encourage utilization of that model) and give less support to those
practicing the two-way symmetrical model, thereby discouraging more ethical and socially
responsible fund raising.

[Place Table 3 About Here]

In support of this interpretation, the correlation coefficients for the relationship between
how wuch the dominant coalition influences the way fund raising is practiced and the four
models show that the dominant coalition significantly influences the practice of the three
asymmetrical models (press agentry, pub:ic information, and two-way asymmetrical), but has little
and nonsignificant influence on the two-way symmetrical model. Clearly, those powerful elites
who control charitable organizations in the NSFRE population prefer fund raising that is based«
on the principles of persuasion, manipulation and control of donors, rather than an approach that
strives for mutual understanding with donors.

This preference, although expressed in relatively small correlations, lends credence to the
discussion earlier about the explanatory power of presuppositions held by the dominant coalition
on why charitable organizations practice fund raising the way they do. In short, the statistics in
Table 3 suggest that charitable organizations predominantly practice the press agentry model of
fund raising because that is the model their dominant coalition wants them to practice.

To illuminate this power-control impact, Kendall correlation coefficients were computed
for the relationships between who is represented in the dominant coalition and the four fund-
raising models. As shown in Table 4, trustees, as well as employees, clients and government,

have no significant relationship with any of the models.

i [Place Table 4 About Here]
i Interestingly, the CEO has a negative relationship with all four models (except for the

public information model as practiced in annual giving), and the relationship is significant for
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the two-way symmetrical and press agentry models used to raise major gifts and the two-way
asymmetrical model used in annual giving programs.

It is recalled that 6% of the respondents reported that their organization’s CEO is not a
member of the dominant coalition. Those respondents obviously scored higher on all four
models, but significantly higher on the three just mentioned. It may be that when a CEO lacks
power (i.e., is not a member of the dominant coalition), fund raisers have a freer rein—on a day-
to-day basis—to practice fund raising as they see fit, whether that model is two-way symmetrical
or press agentry. As a point of interest, Kendall correlation coefficients between individuals and
groups represented in the dominant coalition and the amount of private dollars raised the year
before the survey showed no significant relationship between representation of the CEO and -
amount raised (.02, p > .10). On the other hand, 5 of the 12 member categories were
significantly related to raising more money: the fund-raising head (.16, p < .00), individual major
doiurs (.14, p < .00), the CFO (.15, p < .00), the public relations head (.10, p < .05), and the
COO (.10, p < .05). These findings w! be discussed further in the paper’s conclusions.

Whereas the dominant coalitior. 18 a whole does not support or influence the use of the
two-way symmetrical model, positive and significant relationships exist between that model and
representation in the dominant coalition of the COOQ, the head of public relations, and individual,
corporate and foundation major donors. These findings suggest that when donor representatives
acquire power in a charitable organization, they help the organization be more accountable and
balanced in its relations with all donor publics. On the other hand, representation of all three
donor groups also has a significant relationship with the press agentry model. Government
representation also is associated with the oldest model as practiced in major gifts, but has the

only significant relationship of the 12 individuals and groups with the public information model.
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This last finding is theoretically interesting in that the public information model of public
relations—rather than of fund raising—predominantly has been found in government
organizations (e.g., Turk, 1985). It may be that those who work for government prefer
dissemination of accurate information over other typical ways to practice public relations and
fund raising.

Analysis of Organizational/Practitioner Characteristics and the Models

Tuming from the power-control variables, correlations were computed for the four models and 11
organizational and practitioner characteristics. Table 5 provides the results of those computations.

[Place Table 5 About Here]

Only two organizational characteristics have a significant relationship with any of the four
models. The larger the organization, as measured by its number of employees; the more likely that
organization will practice the two-way symmetrical model in its major gifts program. Furthermore,
those organizations that practice the two-way symmetrical model in their major gifts program raise
more total dollars in private support in a given year than those practicing the three other models.

The literature on autonomy suggests that larger organizational size predicts greater numbers
of donors, which serve as protection against loss of autonomy. Useem (1987) illustrated this point
with the Metropolitan Opera of New York. Senior managers of that charitable organization flaily
deny any external influence by the opera’s donors. They claim that gifts for a new production, for
example, only are accepted if the production could have been a product of their own artistic
judgements. In other words, they do not give up control to accept a gift, but they do change their
production plans if the gift’s purpose matches their self-determined objectives and goals. "Yet," as
Useem pointed out, "the condition jermitting the Metropofitan Opera to retain such fierce
.xdependence—numerous generous contributors—is not enjoyed by most nonprofit organizations"

(p. 354; italics in original). Therefore, larger organizations, because of their broad base of donors,
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may be less likely to abdicate control but be more flexible in meeting donors’ needs and interests,
which would encourage them to practice fund raising symmetrically for more balanced effects.

As discussed earlier, the finding that the two-way symmetrical model has a positive and
significant relationship with raising more money provides some evidence that this model, which is
more ethical and socially responsible than the other models, also may be pragmatically more effective.

In contrast to the organizational characteristics, four of the five practitioner characteristics
have a significant relationship with one or more of the four models. Only certification by NSFRE
has no such relationship. This paper’s author passed NSFRE’s certification examination in 1993 and
personally can attest that the exam and its two-day review course promote concepts from the two-way
models in relation to ethics and research, but primarily measure knowledge of press agentry axioms.
It is not surprising, therefore, that certification does not discriminate among the models of practice.

Table 5 provides evidence that younger practitioners tend to follow the public information
model when raising annual gifts. Feméle fund raisers prefer the press agentry model for annual
giving programs, whereas males tend to practice the more sophisticated twd—way asymmetrical model
when raising major gifts. Experience has an equally significant effect with major gifts programs
predominantly using the two-way models and press agentry. In that fund raisers traditionally have
received their training ;)n-the-job, it can be hypothesized that some learned their craft under mentors
who were knowledgeable about symmetrical concepts, whereas others only were exposed to older
concepts of the practice.

Analysis of Autonomy Variabies and the Models

To examine relationships between the four models and 11 items designed to measure propensity to
forfeit autonomy through the fund-raising process, Pearson and Kendall correlations were computed.
As shown in Table 6, only 6 of the 11 items have significant relationships with the models.

[Place Table 6 About Here]
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Following their order in the table, those fund raisers with higher scores on the two-way
asymmetrical model as practiced in annual giving believe more strongly than their colleagues that
donors do not give for basics, but for excellence and enhancement. This finding supports the
model theory in that two-way asymmetrical practitioners strive to shape messages that are
attractive to donors; therefore, identifying new and meritorious gift purposes to offer donors
would be part of their strategy. Kelly (1991) argued that such fund-raising strategies can lead
to excessive loss of what Altbach and Berdahl (1981) defined as procedural autonomy. A new
activity or program started by a gift is a future liability for the organization. The continued cost
to support the gift purpose precludes the organization from using its resources to do something
else (i.e., to determine the means by which its goals will be pursued). Encumbering future.
resources for enhancement and excellence, rather than for alternatives or basic needs, becomes
a serious problem when such decisions are based on fund-raising and not organizational goals.

Those with higher scores on the public information model as practiced in annual giving
believe that senior managers have unrealistic expectations of fund raisers. Theory suggested that
this relatively common complaint would be associated with the asymmetrical models. In his
study of fund raisers who belong to the three major professional associations, NSFRE, the
Council for Advancement and Support of Education (CASE), and American Healthcare
Philanthropy (AHP), Carbone (1989) found that a "frequent complaint is ‘unrealistic expectations’
and lack of ‘understanding the appropriate role of development officers’ (p. 29). Carbone said
that such complaints suggest that dollar goals are being imposed on many fund raisers by their
organizations. Under such conditions, it was hypothesized, fund raisers would tend to ignore
both the interests of donors and the usefulness of restricted gifts in order to meet dollar goals

(i.e., they would practice an asymmetrical model).
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Although fund raisers practicing all four models disagree that donor priorities often do
not blend, those practicing the two-way asymmetrical model in major gifts programs disagree
significantly more. In other words, these two-way asymmetrical fund raisers would argue that
the interests of major donors are one and the same as the self-interest of their organization. Yet
major gifts generally are restricted to special purposes; that is to say, gifts of $10,000 or more
rarely are unrestricted for charitable organizations to use as they see fit (Worth, 1993).

There is significant consensus across all but the press agentry model that senior managers
in the respondents’ charitable organizations take possible negative reaction by donors into
consideration when planning new programs or policy changes. These findings suggest that this
item actually measures accountability to donors rather than propensity to forfeit autonomy. As-
discussed earlier, Milofsky and Blades (1991) stressed the obligation of charitable organizations
to be accountable to those constituencies, such as donors, that have a legitimate interest in them,
as well as to the larger society. Indeed, it is the dual concept of accountability that all organiza-
tions must carefully and constantly balance in relation to autonomy. High autonomy with low
accountability describes a closed system that ignores its environment and the groups and publics
on which it is dependent for success and survival. Theory predicts that such closed systerns will
fail. As given in Table 6, the two-way models have a stronger relationship with this item than
the one-way models.

Similarly, higher scores on the normative model are significantly related to those
practitioners who admit that their organization has changed its goals or shifted its priorities in
order to acquire a particular gift. This item also may be more a measure of accountability than
an issue of autonomy. Conceptually, there is a major difference between changing goals and

shifting priorities (as several respondents pointed out). Symmetrical fund raisers may have
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focused on the second half of the item about shifting priorities, which is congruent with that
model’s emphasis on donor accountability.

Finally, organizations practicing all four models, but significantly those that predominantly
practice the two-way asymmetrical model, have some formal policy to control the acquisition of
gifts. Theory predicted that the absence of such policies (which accounts for the negative
coefficients) would be an indicator of propensity to relinquish autonomy through the fund-raising
process. For example, Lombardo (1990) found that of the 12 organizations in her study about
interest conflicts between charitable organizatons and corporate donors, "only four had formal
guidelines or policies addressing potential conflicts of interest with benefactors” (p. 96).

The nondiscriminatory findings of this item, as reported in Table 6, are ot surprising
given that about half the respondents (44%) reported their organizations did have some form of
policy and half (50%) reported that their organizations did not have a policy but relied on fund
raisers to abide by a code of professional ethics and judge gifts on a case-by-case basis.

Plans for analysis included constructing an additive scale from these items that would
provide a more powerful measure of propensity to forfeit autonomy. Attempts to construct one
or more such scales were unsuccessful. All 11 items were first added into one simple scale.
Correlations between that scale and the four fund-raising models were uninterpretable. The 11
items were then factor analyzed in an attempt to group them by relatedness. Four factors were
produced, but their underlying concepts could not be identified. Also, the reliabilities of the
factor-scales were unacceptably low, with Cronbach’s alphas ranging from .23 to .39.

These unsuccessful attempts to combine the autonomy items provided strong evidence that
the items were not measuring the same or similar concepts. It was concluded, therefore, that

some items actually measure accountability to donors. It further was concluded that such a
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complex and multidimensional concept as autonomy is difficult to measure using self-reported
data gathered by mail surveys. In future studies, qualitative methodology may be more fruitful
in examining the relationship between fund raising and organizational autonomy.
CONCILUSIONS

Before summarizing major conclusions, caution must be stressed in that, generally, the correlations
reported here are low even for the social sciences. Measurements of the four models, as well as the
autonomy/accountability issues, need to be further refined and retested to improve their reliability and
validity. Furthermore, multivariate analysis should be employed in future work to enhance our
undesstanding. This paper represents only the early stages of a research program designed to describe
and explain fund raising and to help charitable organizations practice this important function more
effectively, more ethically, and with a higher degree of social responsibility.

With this research purpose in mind, the primary conclusion of this paper is that the dominant
coalition does affect how fund raising is practiced. Significant findings document that charitable
organizations practice the oldest and least ethical model of fund raising because that is how these
organizations’ dominant coalitions expect and want fund raising to be practiced. In other words,
propagandizing the organization’s cause and manipulating donors to support ii.at cause are beliefs
commonly held by those powerful people who control U.S. charitable organizaticns.

According to J. Grunig (1992), choice of the symmetrical model "is the key choice made by
effective organizations,” but the functional department—in this case, the fund-raising depart-
ment-—does not make that choice (p. 24). The choice, Grunig emphasized, is made by the dominant
coalition. Top managers of the function, Grunig said, contribute to the model choice only if they are
part of the dominant coalition. Furthermore, the top manager will be in the dominant coalition only
when potential of the function is high, which includes enactment of the manager role, knowledge of

and training in the two-way models, and a high level of professionalism.
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This explanation overlooks a situation found in this study. Membership in the dominant
coalition of the head of the fund-raising department is significantly related to the dominant coalition’s
support of and influence on fund raising (Table 2). That membership, however, has no relationship
with the models éracticed except for the two-way asymmetrical model in annual giving (Table 4).
Heads of fund-raising departments—whether members of the dominant coalition or not—are
exclusively and significantly associated with the press ageniry model (Table 5).

This paper concludes that two situations describe the current state of fund raising by U.S.
charitable organizations. In the first situation, the fund-raising head is a member of the dominant
coalition, but the organization practices one of the asymmetrical models. Given that the fund-raising
head is a dominant-coalition member of the majority of NSFRE organizations (63%), this situation
likely describes most organizations today. Furthermore, as press agentry is the model predominantly
practiced, most of those organizations choose to practice the oldest asymmetrical model.

In this situation, the fund-raising head has gained admittance to the power elite primarily .
because of the organization’s need for fund-raising knowledge and skills. As J. Grunig (1992)
explained, top managers of a function are included in the dominant coalition when they have expertise
that helps organizations manage relationships with a strategic public that the dominant coalition has
deemed important to the organization’s success (e.g., donors). Fund-raising heads in this situation
are unable to change asymmetrical presuppositions held by other members of the dominant coalition
because these fund raisers have little or no training in the two-way symmetrical model. Instead, the
fund raisers conform with the power elite’s preference for one of the asymmetrical models without
making much difference in the choice. Addressing educational fund raisers, former CASE president
James Fisher (1985) illustrated the common occurrence of this first situation when he stated, "We are
accepted at the academic conference table largely out of a pressing need for us rather than out of

appreciation for what we are and what we do as professionals” (p. 12).
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In the second situation, which describes 37% of all NSFRE organizations, the head of the
fund-raising department is not a member of the dominant coalition and the organization predominantly
practices the press agentry model. These fund-raising heads are basically technicians, as opposed to
managers, who are trained in press agentry concepts. Because they are not members of the group that
controls their organization and because they have little knowledge of the two-way symmetrical model,
they are unable to change that group’s asymmetrical presuppositions about fund raising. Therefore,
their organizations will continue to predominantly practice press agentry.

These two situations must be viewed in context of the current environmental turbulence now
surrounding charitable organizations. Briefly, The Philadelphia Inquirer ran a seven-part series in
April 1993, that referred to the nonprofit sector as a $850 billion empire that costs the federat treasury
$36.5 billion a year in lost revenue (Gaul & Borowski, 1993). Such recent media coverage, as well
as complaints by clients, donors and other constituencies, have contributed to the frustration and cyn-
icism of public officials, who have—in turn—initiated invest::~*ions and increased regulations.
Describing the current legal climate in which charitable organizations find themselves, attorney Bruce
Hopkins (1990) stated, "All that has been achieved, that is cherished, that has been taken for granted
by the philanthropic community is under examination, challenge, and threat" (p. 205).

In short, the unethical and socially irresponsible practices of press agentry invite intervention
and control. Continuing such practices may result in society and its representative government
revoking the special status they have granted to charitable organizations (i.e., tax-exemption and the
tax-deductibility of gifts). Given the conclusions just stated, it is imperative that future research
concentrate on the potential of the fund-raising department, as determined by its enactment of
manager or technician roles, its knowledge of the two-way models, and its professionalism.

More pragmatically, it is recalled that representation of the head of the fund-raising

department in the dominant coalition had the strongest relationship with increased private support (.16,

188




25

p < .00). Of the five dominant-coalition members who are significantly and positively related to the
amount of dolars raised, three are associated with the two-way symmetrical model: individual donors
(.14, p < .00), the COO (.10, p < .05), and the public relations head (.10, p < .05). This finding,
along with the earlier finding that the two-way symmetrical is the only one of the four models that
correlates positively and significantly with total dollars raised (.13, p < .05}, provides evidence that
the newest model can help charitable organizations raise more money, as well as be more ethical and
socially responsible in their relations with donors. This conclusion adds an administrative value to
future studies.

Organizational characteristics, on the whole, appear limited in their explanatory power,
although larger organizations do tend to practice fund raising symmetrically. As J. Grunig and L.
Grunig (1989) reported, structural variables have proven to be poor predictors of the public relations
models after repeated testing. Based on these scholars’ work and results reported here, future
research should incorporate the two organizational variables found to have significant relationships
with the fund-raising models and explore practitioner characteristics, such as those related to potential.
Gender as an explanatory variable needs to be examined further. Given their relationship with the
press agentry model, it may be that women—the majority of fund-raising practitioners—need more
scholarly attention than their male counterparts.

Finally, this paper concludes that the issue of autonomy is best represented on a continuum
with its dual concept of accountability. At onl: end of the continuum is high autonomy and at the
other end is high accountability. This continuum represents the balanced/unbalanced effects of the
fund-raising models (i.e., the symmetrical vs. asymmetrical dimension). The symmetrical nodel
strives to maintain a balance between the dual concepts, placing the organization in the middle of the

continuum. Asymmetrical models of fund raising invite situations in which either excessive amounts

of autoncmy are forfeited in exchange for a gift—placing the organization at the high accountability
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end of the continuum—or accountability to donors is ignored—placing the organization at the high
autonomy end. Further research on this important issue is critical. As Pratt (1991) reminded us, "The

vulnerability of nonprofit autonomy is especially evident in funding relationships" (p. 220).
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Tabile 1
SIX MAJOR TYPES OF CHARITABLE ORGANIZATIONS BY
MEAN SCORES ON FUND-RAISING MODELS AS
PRACTICED IN MAJOR GIFTS PROGRAMS

MODELS
TYPES OF Two-Way Two-Way Public Press
CHARITABLE Symmetrical Asymmetrical Information Agentry
ORGANIZATIONS N (Alpha=.63) (Alpha=.74) (Alpha=.56) (Alpha=.69)
Means  SD Means SD Means  SD Means  SD

All Organizations 278 7.67 3.51 585 3.99 8.33 2.96 10.32 37
Arts, Culture

and Humanities 45 7.15 3.53 4.40 3.65 7.87 2.74 10.05 in
Education 37 8.24 3.59 6.40 4,76 8.87 3.70 10.40 344
Health 48 748 3.79 593 440 8.12 2.95 10.26 344
Human Services 47 8.23 3.07 6.63 3.93 8.48 27 10.84 347
Public/Society

Benefit 48 7.21 3.87 591 3.87 7.95 3.33 10.28 443
Religion 50 7.80 392 590 418 8.78 3.04 10.09 3.90

Missing Cases = 21

NOTE: Scores are the square roots of responses on a fractionation scale for which respondents were told that 100 is a

typical response on all of the items. Thus, in this table a mean of 10—the square root of 100—represents this typical
response.
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Table 2
KENDALL CORRELATION COEFFICIENTS FOR REPRESENTATION IN THE
DOMINANT COALITION WITH THE DOMINANT COALITION’S
SUPPORT OF AND INFLUENCE ON FUND RAISING

DOMINANT In % Of DEGREE DOMINANT COALITION
COALITION Organizations SUPPORTS INFLUENCES
MEMBERS (N=295) FUND RAISING FUND RAISING
Chief Executive Officer (CEO) 94% .01 .01
Trustees/Directors of Board 80% -01 -.00

Head of Fund Raising 63% J3* J1*
Chief Financial Officer (CFO) 52% .00 -.05

Chief Operating Officer (COO) 35% .03 -05

Head of Public Relations 30% 01 - .01
Individual Major Donors 16% .02 J10*
Corporate Major Donors 10% -01 07
Employees 8% .03 -03
Clients/Customers 8% -04 .01
Government 8% -.07 -03
Foundation Major Donors 5% .00 04

*p < .05
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Table 3

PEARSON CORRELATION COEFFICIENTS FOR THE DOMINANT COALITION’S

SUPPORT OF AND INFLUENCE ON FUND RAISING WITH
FOUR FUND-RAISING MODELS AS PRACTICED IN
ANNUAL GIVING AND MAJOR GIFTS PROGRAMS

MODELS

DOMINANT COALITION’S Two-Way Two-Way Public Press
SUPPORT & Symmetrical Asymmetrical Information Agentry
INFLUENCE AG MG AG MG AG MG AG MG
Extent to Which the Dominant Coalition

Supports the Fund-Raising Function =12 03 A1 .08 04 10 J6%*  [15*
How Much the Dominant Coalition Influences

the Way Fund Raising Is Practiced 06 .09 Jd4* 11 Jde* 13* 28%*  15*

*p<.05 **p<.01

AG = Annual Giving Program MG = Major Gifis Program




Table 4
KENDALL CORRELATION COEFFICIENTS FOR
REPRESENTATION IN THE DOMINANT COALITION
WITH FOUR FUND-RAISING MODELS

MODELS
DOMINANT In % Of Two-Way Two-Way Public Press
COALITION Organizations Symmetrical Asymmetrical Information Agentry
MEMBERS N=295) AG MG AG MG AG MG AG__MG
Chief Executive Officer (CEC) 949% 09 -I1* -13* -.09 01 -01 -07  -.10*
Trustees/Directors of Board 80% .08 .06 09 04 05 .03 05 .04
Head of Fund Raising 63% 0 .09 A1 .09 03 .03 06 .03
Chief Financial Officer (CFO) 52% 06 .08 06 2% 06 .07 00 .03
Chief Operating Officer (COO) 35% J3e o 12% 09 1 -.00 .00 06 04
Head of Public Relations ©30% 10 L10* 0 .07 .09 02 06 .03
Individual Major Donors 16% J5kE 5% Jgrr 18%* -02 03 0+ 07
Corporate Major Donors 10% Jd0* 06 09 10* .03 -00 06 06
Employees 8% 03 -.01 01 .00 -03  -03 -03  -00
Clients/Customers 8% 08 .01 04 -01 -01 -.04 03 .03
Government 8% 08 .07 03 .03 0% .08 01 10*
Foundation Major Donors 5% J5HE 170 J0% 0 12% .03 .04 J1* 12%

*p< .05 *p<.0l

AG = Annual Giving Program MG = Major Gifts Program
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Table 5

CORRELATION COEFFICIENTS FOR 11 ORGANIZATIONAL AND
PRACTITIONER CHARACTERISTICS WITH
FOUR FUND-RAISING MODELS

MODELS
Two-Way Two-Way Public Press

DEMOGRAPHIC Symmetrical Asymmetrical Information Agetitry
VARIABLES AG MG AG MG AG MG AG MG
Organization
Number of People Employed by Organization! 10 15* -00 .01 03 .06 00 4
Number of Professional Fund Raisers Employed' 00 .4 -02 -02 02 .06 02 o
Number of All Pecple Working in Fund Raising' 04 -07 -00 -.08 -01 -.08 -01 -09
Total Dollars Raised in Private Support’ 1 13 09 .07 A1 010 -2 05
Type of Charitable Organization? 00 -00 03 .06 04 05 -0z .03

{(Arts, Culture = 1/Religion = 6)
To Whom the Fund-Raising Department Reports®  -.03  -.06 05 .04 -01 -05 09 .0

{(Junior Management Level = 1/CEO = 3)
Practitioner
Years of Fund-Raising Experience! a1 .13 06 .13* 02 .09 07 a5
Age! -01  -03 01 02 -13* -11 03 .05
Head of Fund-Raising Department? -03  -05 -10* -.09 -06  -.09 J2% 14**
Gender® .08 02 09 .11+ 07 -4 -10* -03

(Female = 1/Male = 2)
CFRE Certification® 05 .08 .02 .05 -01 4 02 4
*» < .05 **p < 01

! Pearson Correlation Coefficients
? Kendall Correlation Coefficients

AG = Annual Giving Program

MG = Major Gifts Program
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Table 6
CORRELATION COEFFICIENTS FOR 11 AUTONOMY ITEMS
WITH FOUR FUND-RAISING MODELS
MODELS
Two-Way Two-Way Public Press

AUTOMOMY Symmetrical Asymmetrical Information Agentry
VARIABLES AG MG AG_ MG AG MG AG_ MG
Announced fund-raising needs generally do not have

a strong relationship to the purposes of gifts

actually raised.! 02 .01 -00 -.03 -03  -.01 -10  -.06
Donors give for excellence and enhancement

purposes, not for basics.! A1 12 20 09 .07 06 -06  -02
Senior managers often have unrealistic

expectations of fund raisers.! 09 .09 -02  -01 d4 09 03 06
Donor priorities do not control, but often they

do not blend with those of the organization.! -05  -.03 -9 -15* 04 -0 00 -03

Incidences of donors trying to influence
organizational policy are not rare.! 08 .12 05 .05 .07 07 -.01 04

Possible negative reaction by donors is often
taken into consideration when planning new

programs or policy changes.! 08 .16 J6** 15+ .05 A3+ 06 .11
Some gifts cause a significant shift in

organizational priorities.! 06 .08 03 .03 -10  -.01 -.03 .01
Importance of a gift largely is determined

by its dollar amount.! -05  -.07 . -05 -.08 .03 08 .08 A1
Organizations must be flexible when

prioritizing gift needs.! A1 .06 07 -01 -0  -07 06  -.00
My organization has changed its goals or

shifted its priorities in order to

acquire a particular gift.? J2¢ 12+ 03 .03 .08 09 -03 02
Little Organizational Policy To Control

Acquisition of Gifts? -07  -.08 - 16** - 15%** -06  -07 02 -03

(Comprehensive Written Policy = 1/
No Policy = 4)

*p < .05 **p < .01

! Pearson Correlation Coefficients
2 Kendall Correlation Coefficients

AG = Annual Giving Program MG = Major Gifts Program
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EXCELLENCE IN INVESTOR RELATIGNS:

AN EXPLORATORY STUDY OF CEO PERCEPTIONS

ABSTRACT

Chief Executive Officers in the top 250 top non-banking public companies
headquartered in Florida do not support the normative theory that investor relations is
part of the public relations function. A mail survey (31% response rate) revealed that
these CEOs favor financial . ffairs executives and departments to supervise and conduct
investor relations. In their overaill communications philosophy, these CEOs display
congruence with standards of excellence in internal communications, but they are less
inclined toward excellence in communicating with publics outside their companies.
CEOs apparently perceive the investor relations function to be more technically than
managerially oriented, and they tend to believe that one-way communication models or
the two-way asymmetric model of public relations work best in their organizations. Since
CEO perceptions of public relations and investor relations determine how these functions
operate in an organization, this exploratory study can provide insight to future researchers
regarding what investor relations activities help and do not help particular companies

achieve excellence.




EXCELLENCE IN INVESTOR RELATIONS:
AN EXPLORATORY STUDY OF CEO PERCEPTIONS

INTRODUCTION'
Overview
Since one of the most important areas of corporate communications is communication
with financial stakeholders,2 theories of excellence in public relations would seem to have spe-
cial relevance here. The designation of public relations as a management function infers that it
contributes significantly to the operation and success of the organization. As L. Grunig, J.
Grunig, and Ehling (1992) conclude:

Public relations contributes to organizational effectiveness when it helps reconcile the organiza-
tion’s goals with the expectations of its strategic constituencies. This contribution has monetary
value to the organization. Public relations contributes to effectiveness by building quality, long-
term relationships with strategic constituencies (p. 86).

While a number of studies have examined how investor relations practitioners perceive
this activity, it is not as well known how the chief executive officers (CEOs) of public companies
perceive investor relations. This should be critically important to public relations practitioners
because, as noted in Pincus, Rayfield, and Cozzens (1991), “The CEO’s support of and participa-
tion in public relations programs, both internally and externally, are vital” (p. 3). L. Grunig’s
(1992) research on the power-control perspective in organizations confirms that “Organizations
practice public rlations as they do ... because the dominant coalition decides to do it that way”
(p. 483). The dominant coalition is led, of course, by an organization’s CEO.

To investigate the foregoing, the present study examined how well the normative theory
of investor relations as presented in public relations textbooks agrees with the perception held by
CEOs in companies headquartered in the natioﬁ’s fourth most populous state. To conduct this

comparison, this study uses the theoretical basis provided in the seminal International Associa-

' The researchers are grateful to University of South Florida undergraduate students Tricia Bever, Diane
Weiss, and Brooke Fuss for research, coding and clerical assistance with this study.

2This area is heavily regulated by federal statutory law: (a) the Securities Act of 1933 and its amendments,
which require mandatory disclosure for the initial offering and sale of securities; (b) the Securities Exchange Act of
1934 and its amendments, which regulate the trading of securities after the initial offer; and (c) the Investment Ad-
visers Act of 1940 that regulates some financial publications.
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EXCELLENCE IN INVESTOR RELATIONS

tion of Business Communicators (IABC) “excellence study” (Excellence, 1992). In the preface
to that volume, Editor James E. Grunig states that it provides “a general theory of public relations
-- a theory that integrates most of the wide range of ideas about and practices of communication
management in organizations” (p. xiv). Furt'ermore, just as this general theory was intended to
provide “guidance” for the empirical work in the excellence research project, it was also offered

as “guidance for other public relations scholars” (p. xiv). The researchers in this study accepied

that invitation.

Definitions

Major public relations textbooks identify investor relations (sometimes called financial
publ.: relations) as a key component of corporate public relations practice (See, e.g., Cutlip,
Center, and Broom, 1994; Newsom, Scott, and Turk, 1993; Wilcox, Ault and Agee, 1992; Baskin
and Aronoff, 1992; Center and Jackson, 1990; J. Grunig and Hunt, 1984). Investor relations, or
financial public relations, is identified as “the specialized part of corporate public relations that
builds and maintains mutually beneficial relationships with shareholders and others in the finan-
cial community” (Cutlip, Center, & Broom, 1994, p. 19). Specifically, “the role of the corporate
financial relations specialist or consultant tends to be that of interpreter and mediator between the
prime audience: " (Center and Jackson, 1990, p. 101).

These textbook descriptions of investor relations are congruent with the contemporary
definition of public relations as “the management of communication between an organization
and its publics” (J. Grunig, 1992a, p. 4). J. Grunig (1992a) argues that “Public relations and
communication management describe the overall planning, execution, and evaluation of an or-
ganization’s communication with both external and internal publics” (p. 4).

J. Grunig’s (1992a) definition of public relations is echoed in Miller’s (1991) description
of the responsibilities of an investor relations department or independent firm, as found in Lesly s
Handbook of Public Relations and Communications. Miller (1991) says that the purpose of the
investor relations function is to “act as liaison between the company’s tep management” and 16
“influential financial groups.” These are:

Stock exchange member firms, customers’ brekers, branch office managers.
Members of the security analyst societies and individual analysts.

Unlisted or over-the-counter dealers.

Investment bankers.

.&ww:——
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3. Commercial bankers (trust departments).
6. Registered investment advisory services.
7. Insurance companies and pension funds that buy common stocks.
8. Mutual funds and investment trusts.
9. Investment counselors.
10. Trustees of estates and institutions.
11. Financial statistical organizations.
12. Investment magazines and financial publications (semi-weekly, weekly, bi-weekly, semi-
monthly, monthly, and quarterly).
13. Large individual shareholders.
14. Debt rating agencies {Standard and Poot’s, Mocdy’s).
15. Portfolio managers.

16. Lender banks (pp. 166-167).

However, while the normative definition is that investor relations is clearly within the
function of public relations, it is ranked by Lesly's Handbook as seventh in “approximate order of
prevalence” of the 12 “standard functions” that are act>*~7"' nerformed in corporate public rela-

tions departments (Prout, 1991, p. 731).*

‘ CONCEPTUALIZATION
Investo'r Relations Organizational Structure

In their discussion of the management function of public relations, J. Grunig and Hunt
(1984) note that investor relations is a “hybrid of public relations and corporate finance” (p. 352).
This would lead one to believe, therefore, that these disciplines are equal contributors to corpo-
rate investor relations programs.

Yet, according to a 1987 Conference Board study on the current staffing and organization

of corporate external relations and communications departments, these programs report to other

* As noted by Grunig and Hunt (1984), an organization’s linkage with such publics would be classified as
enabling, because these publics “provide the authority and control the resources that enable the organization to exist™
p. 140). The full discussion of linkages identifies three additional types that are believed to be critical for the sur-
vival of an organization. Functional linkages are “with organizations or publics that provide inputs and take out-
puts.” In this context, inputs “include relations with employees and unions and with suppliers of raw materials,”
while outputs “may be with other organizations that use the organization’s products ... or ... services.” Normative
linkages “are with organizations that face similar problems or share similar values.” Diffused linkages are with
“‘publics’ that arise when the organization has consequences on people outside the organization” (pp. 141-143).

*In Proui’s report of a broad study of corporate departments’ functions conducted by Neomathics for AT&T
Communications, the reader learns that “Of time spent on financial communication, 46 percent is devoted to annual
and quarterly reports; 31 percent to communicating with analysts, brokers, etc.; 10 percent to annual and quarterly
meetings; 8 percent to written and phone responses to queries” (Prout, 1991, p. 732).
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company executives than public affairs’ in 70 percent of the firms surveyed (Lusterman, 1987, p.
5). Two earlier Conference Board rzports produced similar findings. One study concluded that
investor relations most often reported to a financial rather than a communications executive, even
though both disciplines were essential to the performance of the function (McGrath, 1974). An-
other found that it was quite common to parcel out among several executives the various external
relations functions of media relations, gnvernment relations, stockholder relations, institutional
investor relations, customer relations and consumer affairs, and community relations (McGrath,
1976). Furthermore, McGrath (1976) found that chief executive officers in smaller firms were
likely to take on some of these responsibilities directly.®
CEO’s Conception of Public Relations

The manner in which a company’s functions are organized, is, of course, the prerogative
of the chief executive officer (CEO). J. Grunig (1992a) points out that the key choice of how
public relations will be practiced in an organization is made by those in the “dominant coalition,”
i.e., people who hold the power in the organization (p. 24). Furthermore, in their study of the
communication behavior of Fortune 500 CEOs, Pincus, Rayfield, and Cozzens (1991) note that:

As a management function, public relations is an extension of the CEO, the top communicator of
the organization. Obviously, if the CEO doubts the value of public relations, the function will re-
ceive little funding or support from top management -- and efforts are likely to be ineffective

(p- 3).

Whether or not the CEO values the public relations function, Pincus, Rayfield, and
Cozzens (1991) found that the top executive wants to be the organization’s primary spokesperson
externally. But of all the CEQ’s potential target publics, shareholders were next to lowest in pri-

ority; only 12 percent of CEOs surveyed communicated with shareholders on a daily/weekly ba-

5The report states that:

“[PJublic affairs” is the choice of most companies to designate the function that embraces govern-
ment relations, public relations, and, usually, other programs areas as well. ... Among the principal alterna-
tives, “external relations” is seen by many executives to negiect the internal communications aspects,
“corporate relations” to be too vague, and “corporate communications” to overlook the coalition-building
and other organizing aspects of the function (Lusterman, 1987, p. 8).

% McGrath (1976) points out that even though most of the companies in the study had a fragmented approach
to organizing their relations with external publics, very few had no way to coordinate their effort-. Predominant

means for this coordination were committees of all external relations executives or coo:dinating policy statements
(pp. 38-39).
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sis, for a rank of 11 of the 13 target publics identified (p. 22). Additionally, in their study of the
internal communications role of the CEQ, these authors report that the communication activities
of CEOs, both internal and external, are known primarily through “speculation and isolated an-
ecdotal information” (p. 10).7 For these reasons, the present systematic study focused exclu-
sively on the CEOs’ perceptions of public relations and investor relations.
Characteristics of “Excellen.e” in Management

Because an investor relations program is universally recognized as a communication
function, it is important to define what might be the characteristics that represent excellence in
communication management. A definition that is consistent with what public relations theorists
believe to be excellence in public relations programs can be found in the 12 characteristics listed
by J. Grunig (1992b) in the IABC excellence study:

(N Human Resources -- Excellent organizations empower people by giving employees
autonomy and allowing them to make strategic decisions (p. 223).

(2) Organic Structure -- Organizations give people power by eliminating bureaucratic, hier-
archical organizational structures. ... They decentralize decisions .... They also avoid
stratification of employees (p. 225).

3) Intrapreneurship -- Excellent organizations have an innovative, entrepreneurial spirit ...
[that] occurs in organizations that develop organic structure and cultivate human re-
sources (p. 229).

4) Symmetrical Communication Systems -- Excellent organizations “stay close™ to their cus-
tomers, employees, and other “strategic constituencies” (p. 231).

(5 Leadership -- Excellent organizations have leaders who rely on networking and
“management-by-walking-around” rather than authoritarian systems (p. 233).

(6) Strong, Participative Cultures -- Employees of excellent organizations share a sense of
mission (p. 236).

(7 Strategic Planning -- Excellent organizations strive to maximize the bottom line by iden-
tifying the most important opportunities and constraints in their environment (p. 237).

(8) Social Responsibility -- Excellent organizations manage with an eye on the effects of
their decisions on society as well as on the organization (p. 240).

" The one exception, according to those authors, is Grubbs 1984 dissertation (cited in Pincus, Raytield, and
Cozzens, 1991) that provided “‘a useful early profile” of Fortune 500 CEOs" external communications practices. Ina
section relevant to the present study. Grubbs “icported that ... CEOs communicate most frequently with professional
colleagues, customers, and stockholders” (p. 10).
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%) Support for Women and Minorities -- Excellent organizations recognize the value of di-
versity by employing female and minority workers and taking steps to foster their careers
(p. 241).

(10)  Quality is a Priority -- Total quality is a priority not only in words or in the company’s
philosophy statement but priority when actions are taken, decisions are made, or re-
sources are allocated (p. 243).

(11)  Effective Operational Systems -- Excellent organizations build systems for the day-to-day
management of the organization that implement the previous characteristics (p. 244).

(12) A4 Collaborative Societal Culture -- Organizations will be excellent more often 1n socie-

ties whose cultures emphasize collaboration, participation, trust, and mutual responsibil-
ity (p. 2495).

J. Grunig (1992b) concludes that “it seems only logical to center the management of
communication in a single department. The logical department is public relations -- or a de-
partment with a synonymous name such as corporate communication or public affairs” (p. 248).

Eisewhere in the excellence study, J. Grunig and L. Grunig (1992) argue that a “two-way
symmetrical model provides a normative theory of how public relations should be practiced to be
ethical and effective” (p. 285). Such a model “uses research to facilitate understanding and
communication rather than to identify messages most likely to motivate or persuade publics™ (p.
289). Another two-way communication model, the “asymmetrical” model, is imbalanced be-
cause “it leaves the organization as is and tries to change the public” with which it has a relation-
ship (p. 289). Both these models stand in contrast to the one-way communication fostered by
two other models that use no research -- the “press agentry/publicity” model that focuses solely
on promotion (p. 287), or the “public information” model that focuses only on dissemination of
information by organizations to explain their actions to their various publics (p. 288). J. Grunig
and L. Grunig (1992) conclude that the two-way symmetrical model “is a major component of
excellence in public relations and communication management” (p. 320).

Characteristics of “Excellence” in Investor Relations (IR)

What the investor relations industry considers to be excellence in investor relations pro-
grams is consistent with what public relations theorists believe to be excellence in public rela-
tions programs. Kolb’s (1992) discussion of important elements for analysts to consider in
evaluating a company’s securities emphasizes “public perception,” “management quality,” and

“social responsibility” (p. 442). Regarding the latter, Kolb (1992) warns that “‘companies that
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disregard the health of their customers or the ‘well-being of the environment may incur large
losses from lawsuits or governmental intervention” (pp. 445-446). The example he cites as the
“best” in the area of social responsibility is the communication effort put forth by Johnson &
Johnson regarding the Tylenol tampering incident (p. 446). This is the same incident cited by
many public relations practitioners as the best example in their practice of crisis communications
and social responsibility.

A reasonable contemporary source for characteristics that represent excellence to the in-
vestor relations industry is the annual analysis by the business magazine Institutional Investor of
the companies or the investor relations directors chosen by its “All-America Research Team™ as
standouts in communicating with Wall Street. The earliest of the most recent five annual analy-
ses notes that “certain eternal truths apply” to the judgment of what makes a good investor rela-
tions program. These “truths” are remarkably similar to the understanding of public relations as
a management function. The magazine reported that:

A company should be open to the investment community and go out of its way to regularly bring
together analysts and top brass. It should make sure that followers’ expectations approach reality,
so there are no surprises. It should quickly and candidly address rumors, news and unfolding
develooments. it should not stick its head in the sand during lean times. And its IR person
should be fairly knowledgeable about both the company and its industry, someone who has the
ear -- as well as the respect -- of his or her superiors (“The best and,” 1989, p. 58).
Significant improvement was the theme of the 1990 Institutional Investor annual analysis
(“The six most™), with as much to be learned about what analysts do not like as what they do.

(H Companies should not be defensive. The complaint about one company by an
analyst was: “If you got a press release, it didn’t pay to call, because all you got was a reiteration

and nothing more. The IR director had no latitude to give you his insights” (p. 78).

2) IR directors need to have 2 ng understanding of com technical matters,
access to top management, and significant exposure to the investment community. Otherwise,
financial analysts will not be able to obtain adequate information to report on the company.

(3)  Companies cannot be secretive about providing detailed information. This strat-

egy actually produces more problems for the company than would be solved by owning up to the

¥ Included in the annual analyses are the judgments of analysts and portfolio managers from the top 150 in-
stitutions, identified as the largest tax-exempt asset managers, leading investment bankers, and other “top analysts™
in the financial community.
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complaint. In one case, an analyst protested: “You couldn’t talk to the CFO [chief financial of-
ficer], you couldn’t talk to top management; they were hostile, ard the enemy was the investor. |
left many a meeting feeling that I’d been hit over the head” (p. 80).

(4)  Companies need to attend analysts meetings. According to the Institutional Inves-
tor report, Johnson & Johnson did not attend an analysts meeting for the first 100 years of its
history. Beginning an IR program in 1989 meant that analysts finally were provided with the
necessary data about the company to “make the judgments necessary to differentiate our research
from other firms” (p. 83).

According to the Institutional Investor annual analysis in 1991, “the characteristics of
great investor relations directors are elusive” (“America’s best,” 1991, p. 85). The ten “most tal-
ented” IR directors chosen by the magazine “were described as smart, responsive, accessible and
knowledgeable, but so were hundreds of others who didn’t make the cut” (p. 85). The profile
presented by the ten receiving the strongest support is as follows:

Seven winners devote themselves exclusively to IR; three juggle other responsibilities. The aver-
age length of tenure is seven years, but the range is wide -- from a mere 30 months to fifteen
years in the saddle. Most, but not all, report to the CFO; two report to a communications execu-
tive and one to the CEO (that IR director is also the CFO). Further, four count annual-report
production among their duties; the remaining six do not (except for oversight). Five represent
one-man (or one-woman) shows; the rest manage departments ranging in size from two to ten
professionals (p. 85).
The 1992 Institutional Investor annual analysis (“Picks and pans,” 1992) ranked the
“best” and the “worst” in several categories. “Most responsive IR officers” were rewarded for
(a) putting in twelve-hour workdays to cheerfully provide quality information to analysts; (b)
being available, “‘quick and thorough” in providing answers to every question asked, and recog-
nizing that IR programs are “a matter of building relationships with people in good times and
bad;” and (c) being competent, credible, candid, and conscientious by trying “to supply more
than a simple yes or no” (p. 120). “IR programs most in need of improvement™ were cited for

7 66

such things as “visible disdain for the Street,” “one-line press releases,” and “bureaucratic or-
ganizations” that meant “an important institutional client” had to wait two weeks to receive an
annual report (p. 123).

The most recent Institutional Investor analysis (“Coups,” 1993) recognized companies

that “scored an impressive IR coup” in the previous year for such things as “trying haid to have a
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good rapport with its investors” (p. 93), and “dramatically opeﬁ[ing] up lines of communication
with the investment community” (p. 94). One company’s coup was a dramatic turn-around in
just one year of a “generally disorganized IR effort” after hiring an IR director who had 16 years
of experience managing corporate communications for a competitor. .

Integration of Investor Relations and Public Relations

Contemporary research on the integration of communications efforts in investor relations
and public relations has thus far focused upon managers at the lower levels of organizations.

A 1991 survey of members of the Investor Relations Section of the Public Relations So-
ciety of America (PRSA) determined that there is “a growing need for interdependence between
investor relations and other corporate communications professionais” (Ferris and Newman, 1991,
p. 18).” Survey respondents recognized the traditional fragmentation of responsibility for corpo-
rate communications across company divisions, but called for close cooperation in the face of
new demands from the growing influence of institutional and foreign investors, activist share-
holders, and financial analysts (p. 18)."

A year earlier, a public relations consultant in investor relations cautioned that “many
senior managers remain unaware of the pitfalls lying in wait for a company that does not coordi-
nate its communications functions” (Johnson, 1990, p. 26)."" Another consultant emphasized the
different challenges faced by smaller companies, primary of which is simply gaining investors’
attention (Neilson, 1990). Additionally, Neilson (1990) pointed out that communication prob-
lems result when the chief executive officer and/or the chief financial officer “take a personal
leadership role in dealing with the financial community and [do] not share with the public rela-

tions officer what is being done” (p. 26).

® Of the 301 section members contacted, 66 responded for a rate of almost 22 percent. Since PRSA mem-
bers reflect only a portion of the population of investor relations specialists, the findings provide only a “snapshot of
corporate financial communications™ at the time of the study (Ferris and Newman, 1991, p. 18).

" Of the 66 survey responses tabulated, 25 (38%) came from members of counseling firms and 41 (62%)
from corporations. Areas of specialty were: communications, corporate affairs, corporate relations, external rela-
tions/strategic services, marketing, public relations, media relations, financial communications, financial relations,
press relations, and sales and financial reporting. Of the total sample, 63% reported to the “executive” office (CEO,
COO, board chairman), about 20% to a boss in “communications,” 9% to “finance” and 9% to “other” (p. 20).

""Though he is on point with his call for coordination, the remainder of Johnson's argument is problematic
because of his belief that “investor relations and other public relations functions are all forms of marketing” (p. 28).
On the contrary, as Fhling, White, and Grunig (1992) maintain, “marketing and public relations serve different func-
tions and ... public relations cannot be excellent if it is subjugated to the marketing function™ (p. 357).
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At about the same time, managers outsidé public relations were also citing the importance
of a coordinated effort in investor relations. But while Morrissey (1990) argued for investor re-
lations programs being “an integral part of a corporate financial management program” (p. 9), it
was his opinion that they should not be confused with a public relatié)ns or corporate communi-
cations program. He argued that “The PR approach to investor relations ... does not and should
not elicit respect or serious interest from the investment community. Don’t try to buy the affec-
tion of the financial community. ... Don’t over-promote your company” {p. 45). Likewise, an-
other investor relations manager argued that “investor relations is very different from public
relations, because investor relations reps must know the balance sheet and all financial aspects of
the company, and be able to relate this to stockholders and analysts” (Calise, 1991). Again, pub-
lic relations practitioners are perceived to be merely publicity agents.

The foregoing beliefs about public relations may result from a lack of understanding by
many of the four models of public relations practice. Apparently, Morrissey (1990) and Calise
(1991) believe that the publicity model is the only one used. However, public relations textbooks
say otherwise. For example, Wilcox, Ault, and Agee (1992) emphatically state that “Investor
relations work has no room for publicity hype and verbal sleight-of-hand” (p. 360). Likewise,
Baskin and Aronoff (1992) warn that ““fluff and puff’ will quickly sour an analyst’s view of a
corporation” (p. 328). Clearly, the investor relations industry agrees (“Coups,” 1993; “Picks and
pans,” 1992; America’s best,” 1991; “The six most,” 1990; “The best and,” 1989).12
Research Questions

Using the preceding conceptualization of critical issues in the practice of investor rela-

tions and public relations, some broad research questions were formulated for this study.

12 Because a “publicity mode!” of investor relations apparently persists, Coyle (1989) explained to a 1989
Investor Relations Seminar that publicity is the lesser of two models of investor rclations practice. He said that the
“Publicity Focus” investor relations model drives an inefficient market, reflecting the traditional opinion that **‘stocks
are sold, not bought.” Publicity, therefore, is believed to create demand and increase retail and institutional buying”
(pp. 440-441). On the other hand, the more modern “Audience Focus” investor relations model drives an efficient
market, reflecting the contention :hat “the market is inherently efficient and not responsive to artificial influences,
such as business publicity. Thus even expenses for corporate media relations, slick annual reports and extensive road
shows can be wasteful ... if not counterproductive” (p. 441). Coyle (1989) preferred neither model, and instead ad-
vocated an “integrated” IR effort that calls for CEOs to “adopt tailored strategies befitting their individual knowl-
edge, goals and industry rank” (p. 441).
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How are investor relations programs structured in Florida’s top public companies? Does
the chief executive officer recognize the elements that contribute to excellence in investor rela-
tions? Does the chief executive officer recognize investor relations as a public relations activity?
Whom do chief executive officers seek out for leadership of investor relations programs, and

what characteristics do the CEOs determine are important for these persons?

METHODOLOGY

Funding Source/Researcher Relationship '

A private firm, Investor Relations Consultants, Inc. of Clearwater, FL,l3 helped fund this
study with a sponsored research grant to the University of South Florida that was used to hire a
graduate research assistant and to pay for printing, mailing, and other direct costs associated with
a pretest and with the actual survey. One of the firm’s principals, who has master's degrees in
journalism and business administration, assisted the researchers in formulating questions for the
survey. At the conclusion of the study, the researchers presented the consulting firm principals
with a copy of the aggregate results of the study and answered specific methodological questions.
As promised in the cover letter to survey respondents, specific information in the completed sur-
vey questionnaires remain the confidential property of the University of South Florida, and as
such, will not be shared with those who helped fund the research nor with any others outside the
research project staff.
Sample

The target population of this study was that group of chief executive officers of the 250
largest non-banking public companies in Florida. The list of companies was compiled by
Florida Trend ("250 public," 1993), the state's leading business magazine, using information
from Standard & Poor's Compustat Services Inc., other business listings, and public documents

(p. 44). The magazine has listed the state's largest public companies for the past 24 years.

"> The firm was founded in 1971, and offers counseling on investor relations issues, regular contact with
analysts, brokers, money managers and investors, and media relations. Both principals in the consulting firm are
accredited members of the Public Relations Society of America (PRSA) and are also members of the National
Investor Relations Institute (NIRI).
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The Questionnaire

An eight-page questionnaire was used to collect data on how CEOs view and handle in-
vestor relations. To make it as easy as possible for busy executives to complete the question-
naire, potential questions were rejected if the answers required either calculations or information
that the executive might not routinely know. All but one of 171 items used either a check-off
process or a 7-point Likert scale. The exception asked the CEO for a general description of the
company's main line of business."

Questions were based on the literature reviewed in the Conceptualization section of this
paper; on a description of how companies measure their performance against business leaders, a
practice known as “benchmarking” (Weisendanger, 1993); and on some questions used in pre-
vious investor relations surveys. Three general areas were covered.

(1) CEOs were askzd for their views on managing the release of information to empioy-
ees and to publics outside the company. CEOs were asked to choose statements that described
their company as “working best” when information was handled in a variety of specific ways.

(2) CEOs were asked about the size of their companies and company structure through
such questions as (a) who supervised and participated in investor relations activities; (b) whether
the company had separate departments for arcas such as public relations, marketing, and legal af-
fairs; (c) how much time was devoted to investor relations; (d) when the company began opera-
tion and what is a general description of the business; (¢) information about stock, revenue, and
income; and (f) whether analysts regularly report on the company. Additionally, the CEOs were
asked to report their gender, age, education and ethnic background.

(3) CEOs were asked for their views on the qualifications and methods for handling in-
vestor relations, and on possible results of investor relations activities. Subject matter included
(a) qualifications considered necessary to carry out investor relations, (b) components of the

company's investor relations program, (c) expectations for and outcomes from investor relations.

' In the pretes: version of the questionnaire, the CEO was asked to fill in the company’s Standard Industrial
Classification (SIC) Code. Only one pretest respondent included the code, while other respondents provided a de-
scription of the business such as “restaurants.” These findings made it clear that CEOs could not recall easily, if at
all, such specific information. Therefore, in the final version of the survey instrument, CEOs were simply asked to
“list a GENERAL CATEGORY for you company’s main line of business (e.g., construction, agricultural products,
manufacturing, or financial services).”
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(d) the most effective ways to conduct investor relations, and (e) reasons for using or not using a

consultant.

Conducting the Survey

The questionnaire was pretested with the CEOs of the 30 top performing public compa-
nies in the Greater Columbus, Ohio area."” As a result, minor changes were made in layout and
in the wording of some questions to avoid potential misunderstandings. The pretest results
prompted some concern because three of the dollars included as incentives to complete the ques-
tionnaires'® were returned without completed surveys. A noie with one returned bill said the
money would not pay for the executive’s time in completing the survey. The returned bills indi-
cated that the incentive had apparently offended some CEOs.

Studies of CEOs pose many special problems. Pincus, Rayfield and Cozzens (1991) re-
ported response rates of 14% and 16% from two studies using mail questionnaires to survey
Fortune 500 CEOs (p. 15). These authors said low response rates are realistic because of the
many demands on the executives’ time. Further, they reported that many Fortune 500 companies
do not respond to surveys because they are so frequently targeted by researchers.

To increase response, the researchers first sent CEOs a notification letter that they would
receive a survey a week later. That letter and the one sent with the questionnaire reflected
Hansen's (1980) finding that professionals were more likely to complete a survey they found in-
teresting. Both the notification and the cover letters emphasized that the study might produce a
better understanding of the mos. effective ways to handle investor relations.

Each questionnaire was mailed with a postage-paid return envelope. A numbered post-
card, as suggested by Fowler (1993, p. 47), was also included. The postcard allowed the CEO to
notify the researchers that the completed questionnaire had been returned without compromising
the anonymity of the individual responses on the unidentified survey instrument. The cover let-
ter explained that the CEQ could avoid follow-up mailings by returning ...e postcard, and could

also use the postcard to request a copy of the survey results.

' This group of companies was selected because of its similarity to the target population of the top 250 non-
banking public companies in Florida. The distance between the two states also made it unlikely the pretest group
would have contact with the target group of companies.

' Respondents were invited to “have a cup of coffee while you complete our survey.”
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A second mailing three weeks after the first to CEOs who had not yet retuméd the post-
card included a doliar as an incentive to complete the survey. The cover letter in the second
mailing offered to buy the busy CEO "a cup of coffee, or a soda" in return for taking time to
complete the 'survey. The money was included in the second mailing, rather than the first, be-
cause Furse, Stewart and Redos (1981) concluded that some people will respond to surveys even
if they do not get an incentive. This makes the timing of cash incentives less important than ac-

tually including an incentive in one of the mailings. In the present study, the second notification
doubled the number of completed questionnaires."”

The Responses

Five of the original 250 target companies identified by the Florida Trend report (“250
public,” 1993) were out of business when questionnaires were distributed in January and Febru-
ary of 1994, so the actual target population of this study was the CEOs of 245 Florida companies.
There were 78 questionnaires returned as of June 1994, for a preliminary response rate of ap-
proximately 32 percent. Two of the questionnaires were not coded for analysis because demo-
graphic information was incomplete, leaving 76 usable questionnaires for the present analysis.

This resuited in a usable response rate of 31 percent.

Three items can be used as rough indicators that the 76 usable questionnaires fairly repre-
sent the targeted 245 companies.

The first item is company revenue and income. The researchers constructed 10 categories
each for revenue and net income based on figures in Florida Trend (250 public " 1993, pp. 52-
55). Each category included approximately 25 of the original 250 companies. For the 76 usable
questionnaires, a representative distribution would have been 7.6 companies per category.
Though completed questionnaires represent all segments of the target population, the distribution

is uneven. For example, the revenue categories contained as few as three companies and as many

7 problems with the dollar incentive were also apparent in the second mailing. Seven dollars were re-
turned, including one with a note saying the researchers had an ethical conflict because the results will be shared with
a consultant. This perception may have resulted from a typographical error in the cover letter to the second mailing,
which partially garbled the explanation that only aggregated data will be publicly available, as is standard in social
science research. An alternate explanation is that the CEO in question simply misunderstood the phrase. Another
dollar was returned by a CEO who declined to participate, one was returned in an envelope with the survey cover
letter, and one was returned in an envelope by itself. A dollar was also réturned by a CEO who had responded to the
first mailing but apparently did not send in the postcard, and another by a CEQ'’s secretary saying the company’s
stock was not publicly traded. A seventh dollar was returned with a fully completed questionnaire.
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as 11 companies. Four revenue categories almost matched a representative distribution w' h
seven or eight companies. A similar pattern existed in the income categories.

The second item is each company’s main line of business. Ten general categories were
developed based on the targeted group of 245 companies. They included manufacturing, serv-
ices, communications, financial services, agriculture, engincering and technology, utilities, con-
struction and development, retail, and wholesale and distribution. Again, companies represented
by usable questionnaires appeared in all 10 categories, but their distribution did not always match
the targeted group. For example, there are 42 manufacturing firms, but only 14 of the usable re-
sponses were in that category. There are 20 financial services companies, and 10 sent usable
questionnaires. And four of the six utility companies provided usable questionnaires.

The third item is female CEOs, who were identified by examining names on the final list

of 245 companies. Six of those names appeared to be female; four female CEOs returned usable

questionnaires.

FINDINGS"
Company Profiles
About 80 percent of the 76 Florida non-banking public companies represented in this
study began operation after 1960. Almost half of the companies in the study either began doing

business or made their initial public stock offering in the 1980s."

Another quarter of the com-
panies made their first stock offering within the last three years. Only about a quarter of the

companies first offered stock before 1980. Table I presents a summary of the companies.

'* As with any mail survey, the researcher is never *100 percent certain” abot who actually completed the
questionnaire. In this study, the researchers received a personal letter from the CEO of one of the largest non-bank-
ing public companies in Florida, which alsu happens to be one of the nation’s largest companies. On the other hand,
the researchers did receive a completed questionnaire that had attached to it the business card of an executive vice
president in the company. Yet it is reasonable to assume that if a CEO would turn to a top executive for comp' tion
of this survey, it would be because that person was expected to reflect the views of the chief officer.

" A reasonable explanation for this is that the companies were taking advantage of the hull market that ex-
isted at this time.
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Table 1
Company Demographics

Before 1960 | 1960-69 1970-79 | 1980-89 i990-93| N
Company began operation 16 10 12 34 4| 76
Initial public stock offering 7 7 5 38 181 75

The median total revenue of the 76 companies is approximately $31 million, with 24
companies {32%) earning over $100 million in the most recent four reported quarters. The com-
pany’s net income for that period ranged from a $300 million loss to $600 million earnings.
Eighteen of the companies (24%) reported a loss, while 58 (76%) reported earnings.zo

The stock exchange used by each company is reported in Table 2.

Table 2

Stock Exchange
Stock Exchange Number of Companies
New York Stock Exchange 15
NASDAQ National Market System 31
American Stock Exchange 9
NASDAQ Small Cap Issues i2
Pink sheets or Bulletin Board 7
Pacific Securities Exchange 2
N="76

Fifty companies offer their stock in the over-the-counter market, which includes the
NASDAQ exchanges and Pink Sheets. This market is characterized by smaller firms with better
financial performance than companies listed on the New York Stock Exchange (Kolb, 1992, p.
114). However, the over-the-counter market also is characterized by higher risks. 2l Another 24

companies are traded on the New York Stock Exchange, or the American Stock Exchange. The

% One CEO did not answer this question.

2! The over-the-counter (OTC) market is made up of many traders in diverse locations. It does not rely on a
central trading place, nor does it use specialists, as do organized exchanges. Though this is a secondary market, and
firms traded here tend to be significantly smaller than those on the New York Stock Exchange, it does not necessarily
follow that “1ssser quality” companies are congregated here. For example, Apple Compute’ is traded OTC.
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New York Stock Exchange sets minimum 'requirements for earnings, assets and number of
shareholders. The American Stock Exchange is the largest regional exchange, but its size and
importance have been declining since 1973 (Kolb, 1992, pp. 106-113). The remaining two
companies are traded on another regional exchange, the Pacific Stock Exchange.

More than half of the CEOs reported that investor reiations analysts regularly write re-

ports on their companies. It is highly desirable to have such reports since this is how companies
generate new business.
CEO Profiles

Virtually all the 76 CEOs who responded are men; as noted earlier only four are women.
Almost two-third of the CEOs are middle aged, from 41 to 60 years of age. A quarter is 61 or
older, and the remainder is 20 to 40 years old.

Eighty percent of the CEOs (N = 74) listed their ethnic background as white. The only

other category selected was “Native American or Alaskan Natives.”?

2The 13 respondents who selected this category were all male, with one in his 40s, seven in their 50s, and
five in their sixties. Though two of the respondents had only a high school education, two others had some coliege,
five had bachelor’s degrees, and four had master’s degrees.

Because our survey instrument requested “ethnic background” from respondenis, we unintentionally entered
into a highly controversial area, which became clear when we did further research in an attempt to interpret this
initially puzzling finding. We learned that the wording we chose for this demographic variable (which was repli-
cated from the current Graduate Record Examination application forms) may very well have meant something dif-
ferent to each of our respondents. Contemporary research in this area demonstrates that ethnicity is #of something
“objective,” but rather, is what the individual thinks it is.

Although 20 percent of the CEOs in this study are probably not American Indians, whites sometimes de-
scribe themselves as natives of America when asked about their ethnic background. Such descriptions have been
reported by researchers analyzing census and survey data (Alba & Chamlin, 1983; Lieberson, & Waters, 1993). The
1990 Census listed the population of Florida as 12, 937,926 people (U.S. Department of Commerce, 1992). Most of
them, 10,755,698, were white; the largest minority groups were 1,755,958 Blacks and 1,555,031 Hispanics. Only
42,619 American Indians or Eskimos were reported living in the state. Therefore, it seems unlikely the sample of

CEOs -- which could be expected to include mostly white males -- would include American Indians but no Blacks
nor Hi: panics.

Race in the United States traditionally has been viewed as genetically based and therefore unchanging.
Other cultures, such as Latin America, view race as flexible regarding it as a characteristic stemming from variables
such as economic position, education or physical appearance (Rodriguez & Ccrdero-Guzman, 1992, p. 523-526).
However, the traditional view of unchanging ethnic identification among whites has been chalienged by analyses of
social survey and Census data. Alba and Chamlin (1983) found that increasing numbers of white Americans who
trace their ancestry to more than one European nation were choosing to identify instead with a single ethnic group.
They reported in a footnote that 52 native-born whites idertified their ancestors as coming from *“America” in re-
sponses to the NORC Qeneral Socizl Survey during 1977, 1978 and 1980 (p. 241).

A subsequent analysis of data from the 1980 Cenc<us (Lieberson & Waters, 1993) examined “simplification,
inconsistency, and instability in the ethnic origins reported” (p. 421) by whites. The analysis, which focused on how
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One-half of the CEOs (N = 75) reported holding a bachelor's degree or having some
graduate courses. More than one-third had advanced degrees (master's, Ph.D., or médical or law

degree). Approximately 10 percent had not completed college or had only a high school di-

ploma.
CEOQOs Understanding of “Excellence” in Communications
One of the key marks of excellence in companies noted by Peters and Waterman (1982) is
“a vast network of informal, open communications™ that promotes “organizational fluidity”
enabling excellent companies to “get quick action” in “rapidly changing times” (pp. 121-122).
Two sets of questions tapped the perceptions of CEOs in the present study regarding ex-
cellence in communications [SEE APPENDIX, Questions 1a, 1b, 1¢, 1d]. The first set con-
cerned how information is handled internally among employees and managers. CEOs were asked

to describe when their company “works best.” The responses are contained in Tables 3 and 4.

Table 3
Decision making by employees and managers

Statement: My company works best when... Percent

..managers control and guide how employees do their jobs. 1.32%

..managers are in charge, but employees maxe some decisions about how to do their jobs. 35.53

..managers and employees make decisions together about how employees do their jobs. 42.10

..managers set broad goals and let employees decide how their jobs shouid be done to reach

those goals. 21.05

100.00%
N=76

parents classified their children, noted previous research that found “a substantial segment of the white population
reports no specific ethnic origin, describing themselves either as of ““American™ ancestry or failing to answer the
origin question...” (p. 423). Lieberson and Waters (1993) noted that claiming to be white in the United States is a
largely voluntary process, and conceptions of ethnic origin are influenced by factors such as assimilation or inter-
marriage. They found that gender, marital status and age are among the factors influencing changes in ethnic identi-
fication among whites. During the 1980 Census, parents reported 25 percent more children as having “American”
ancestry than would be expected given the ancestry of the parents. The authors concluded that “There is no reason to
view this response as simply a technical census error. Rather, it appears to reflect a growing segment of the popula-
tion whose ethnic ancestry is simply ‘American’” (p. 443.) The researchers argued that a new model of ethnicity as
defined by social rather than biological processes should be adopted (p. 447.)

* In light of these studies, the high number of CEOs in the current study who describe themselves as “Native
American” seems less unusual. Although the possibility that confusion or a desire to register a protest played a part
in this result, it also seems likely that some exccutives simply regard themselves as natives of the United States.
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Table 4
Telling employees about the company

Statement. My company works best when... Percent
...employees are only given information about company operations that they need for their jobs. 0.00%
...employees are given some information about operations in addition to specific information
reeded for their jobs. 29.33
...it gives employees a lot of information about operations in addition to specific information
needed for their jobs. 49.33
...it gives employees virtually any information that is available about operations. 2133
100.00%
N=75

The respondents tended to reject tight controls on decision making and information in
favor of some employee participation. More than three-quarters of the respondents fell in the
middle range of openness in making information and autonomy available to employees, and most
of those agreed that broad employee participation helps their companies. About one-fifth of the
respondents agreed that employees should work in partnership with management.

The second set of questions concerned making information available to publics outside

the company. Results are in Tables 5 and 6.

Table 5
Talking to publics outside the company

Statemenit. My company wo.Ks best when... Percent
..we make public only information that will sell our products and/or help our public image. 9.33%
...we make public some information in response to public concerns, but limit that information
to facts about our products and/or our image. 24.00
...we respond to a variety of public concerns by routinely releasing relevant information, even
if the information is not about our products and/or our image. 18.67
...even if there are no public concerns, we release information about our operations as
routinely as we release information about our products and/or our image. _48.00
100.00%
N=75
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Table 6
Using public relations

Statement. My company works best when...

Percent
...we use public relations primarily to deveiop a good company image. 11.11%
...we use public relations to make our point of view available to interested parties, and to
develop a good image. 26.39
..we integrate public relations into our business by trying to understand and respond to public
concerns. 26.39
...we use public relations as part of an ongoing effort to be a goed corporate citizen. 36.11
100.00%
N=72

Respondents were more conservative about dealing with publics outside their companies.
About 10 percent restrict external releases of information, targeting relatively narrow goals of
selling products or creating a good image. One-quarter of the respondents release information in
response to specific concerns raised by interested parties, but only if it helps the company image.
However, almost two-third of all respondents agree with more open descriptions of external

release of i1formation. The largest single grouping is in the most open category -- more than

one-third o the CEOs regard public relations as part of being a good corporate citizen.
Organizing Investor Relations

To determine the relationship between those conducting investor relations and company
structure, the CEOs were asked if their companies had separate departments for various organ-

izational functions. The results are presented in Table 7.
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* Table7
Company departments

Department Response
Financial affairs 54
Marketing 51
Legal affairs : 31
Investor relations 29
Public relations/corporate communications 21
Advertising 10
None of the above 11
N=76

(Multiple responses allowed)

More than two-thirds of the companies have a financial affairs or marketing department,
almost twice the number that have a separate department for investor relations. Only one-quarter
of the companies consider public relations worthy of a separate department. Additionally, 14
percent of the companies do not have separate departments for any of the listed functions.

Two other questions asked the CEOs who supervised and wﬁo primarily conducted inves-

tor relations in their companies. The results are presented in Tables 8 and 9.

Table 8
Who supervises release of information affecting stcck prices

Supervisor Response
Chief financial officer 43
Chief executive officer 43
Chief legal officer 13
Chief public relations officer 10
Chief investor relations officer* 2
Chief operating officer* 1
Director * 1
V.P. corporate planning* 1
V.P. corporate relations/communications* 1
Other, not specified 1

* Description given by respondens N=76
(Multiple responses allowed)
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Table 9
Who conducts investor relations activities

Department/Executive Response
Financial affairs department 48
Investor relations department : 27
Chief executive officer 17
Outside consultant o1
Legal affairs department 10
Public relations department 9
Marketing department ’ 5
Other, not specified 3
N=76

(Multiple responses allowed)

Most of the CEOs who responded regard investor relations as a function requiring super-
vision by senior management, with more than half making it the responsibility of the chief fi-
nancial officer or the CEO. Although more than one-third of the companies have an investor
relations department to carry out this function, only two CEOs reported that the chief investor
relations officer supervises this function in their companies.

The CEOs also tend to view investor relations as primarily a financial function instead of
a public relations function. Only 13 percent said the chief public relations officer is involved in
supervising investor relations, which is fewer than the number of CEOs reporting the chief legal
officer as a supervisor. Public relations also ranks well behind CEOs, legal affairs departments,
and consultants when it comes to carrying out investor relations in these companies.

The fourth set of questions asked the CEOs how often investor relations activities occur
in their companies. Almost three-quarters (N = 72) said investor relations is a daily or weekly
activity. The remainder carry out investor relations on a monthly or quarterly basis. Approxi-
mately two-thirds (N = 70) selected the equivalent of two normal work days or less as the amount
of time devoted to investor relations each week. The remainder said it took more time, with

about 13 percent saying investor relations is a full-time job.
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Conducting Investor Relations™
The CEOs were asked to rank the importance of various qualifications for handling inves-

tor relations on a 7-point scale [SEE APPENDIX, Questior 3]. Results are given in Table 10.

Table 10
Importarnice of qualifications for handling investor relations

Qualification Mean (7-point scale*)
Knewledge of finance, capital markets 5.93
Writing financial news releases 5.91
Writing, speaking skills 5.52
Knowing analysts, professional investors 5.17
Public relations knowledge 4.97
Investor relations experience 4.63
Experience in major financial center 3.51
Expericnce as stockbroker, investment banker 3.07
* [ = not very important, 7 = very important. N=76

The CEOs consider understanding finance, personal acquaintance with analysts and in-
vestors, and communications skills the most important qualifications for the job. Public relations
knowledge and previous experience are somewhat less important, while experience in a financial
center or a job that actually involves trading stocks is not very important.

The conduct of investor relations was examined from two perspectives. One set of ques-
tions asked respondents to use a 7-point scale ranking how often certain activities occurred [SEE

APPENDIX, Question S]. The resuits are presented in Table I1.

B The authors are presently reviewing more complex statistical analyses of these data that they will report in
a subsequent article.
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Table 11
Ranking the frequency of investor relations activities

Activity Mean (7-point scale*) N
Interacting with top management 6.62 74
Working with industry analysts 5.11 75
Finding new, credible analysts 4.45 74
Interacting with mass media 4.34 74
Using "benchmarking" 4.28 74
* I =seldom, 7 = frequently N = Total Responses (76) minus

“Not Applicable” responses

Interaction with top management is the most frequent activity for those conducting inves-
tor relations. Working with industry analysts is another activity that occurs quite often. At-
tempts to find new analysts considered credible by investors and interacting with the mass media
are not infrequent, but they take substantiaily less time than the other activities. CEOs reported
that their companies spend the least time finding ways to improve by comparing their perform-
ance with other companies ("benchmarking")24 (Weisendanger, 1993). .

Respondents were also asked to rank on a 7-point scale the most effective ways of publi-

cizing investor relations information [SEE APPENDIX, Question 6]. These results are pre-

sented in Table 12.

Table 12
The effectiveness of investor relations techniques

Technique Mean (7-point scale*) N
Meeting individually with analysts, brokers, investors 6.32 74
Addressing industry or analyst and brokerage groups 5.50 74
Inviting people to company-sponsored meetings 4.85 72
Media relations program 432 73
Cosponsoring meetings with analysts, brokers, investors 4.18 ) 71
* |=strongly disagree, 7 = strongly agree N = Total Responses (76) minus

“Not Applicable” responses

2 The term “benchmarking” was defined on the survey instrument as “finding ways to improve your com-
pany by comparing your overall performance with that of other companies.”
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The CEOs regard individual meetings with analysts, brokers, investors and others inter-
ested in company stock as the most effective way to carry out investor relations. Meeting with
groups of analysts or brokers is also considered highly effective, although substantially less so
than individual meetings. Inviting people to company-sponsored meetings is considered only
somewhat effective. A media relations program and cosponsoring meetings with other compa-
nies are considered maréinally effective for investor relations. A small number of respondents
said their companies do not use these techniques at all.

Viewing the Results of Investor Relations Efforts™®

Two sets of questions concerned outcomes from investor relations activities. The first

question asked respondents to rank the importance of possible outcomes on a 7-point scale [SEE

APPENDIX, Question 7]. Resuits are presented in Table 13.

Table 13
The importance of resuits

Result Mean (7-point scale*)
Earning a reputation for honesty 6.80
Keeping investors well informed 6.42
Meeting disclosure requirements 6.18

Getting investors interested in the company 6.16

Good relationships with analysts reporting on the company 6.16

Good communications with the public 6.09
Generating analyst interest in the company 6.01
Increasing the price of stock 6.03

* | = not very important, 7 = very important. N=76

Although the CEQs consider a reputation for honesty to be the most important result from
investor relations, they tend to consider all the outcomes that were listed as highly important.
Most of those outcomes may be classed under the general heading of good communications. The

exception, increasing stock prices, is considered almost as important as the others.

% The authors are presently reviewing more complex statistical analyses of these data that they will report in
a subsequent article.
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The second set of questions about outcomes asked respondents to rank the effectiveness
of techniques for ensuring that investor relations efforts achieve their goals [SEE APPENDIX,
Question 8]. The results are presented in Table 14.

Table 14
Ensuring goals are reached

Method Mean (7-point scale*) N
Direct involvement of top management 6.22 73
Personal contact with analysts for informal feedback 5.73 70
Reading »aalyst reports for information on company 5.38 I
Monitoring institutional stock purchases 4.89 73
Monitoring the price/earnings ratio of stock 4.69 72
Surveying analysts about investor relations efforts 3.51 61
Pursuing awards for investor relations efforts 3.03 T1**

* | = not very effective, 7 = very effective. N = Total Responses (76) minus
** 4 “Not Applicable” responses, 1 nonresponse “Not Applicable” responses

Not surprisingly, CEOs said that top management's involvement in setting expectations
for investor relations is the most effective way to ensure that goais are met. Gathering informal
feedback about investor relations from analysts is also considered very effective, as is reading
analyst reports for information about the company. Monitoring institutional stock purchases or
the price earnings ratio are considered only somewhat effective.

About 80 percent of the CEOs regard formal surveys of analysts as applicable for judging
the investor relations efforts of their companies. However, they do not consider the technique to
be very effective. Twenty percent of the respondents reported that the question about formal
surveys was not even applicable to their companies. There was even less enthusiasm from the
CEOs for pursuing awards from analysts or financial communications specialists, although more
CEOs consider this technique applicable as compared with formal surveys of analysts.

Use of Consultants

The CEOs in this study were asked one set of questions if they used a consultant and a
different set of questions if they did not use a consultant [SEE APPENDIX, Questions 4A, 4B].

About one-third of the CEOs in this study responc;ed to statements about why consuitants

are helpful. Resulits are presented in Table 15.
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Table 15
Why consultants are used

Reason for using a consultant Mean (7-peoint scale*)
As supplement to staff skills and knowledge 5.89
Consultant has skills, experience staff lacks 5.33
Consultant experienced at handling difficult problems 5.19

Not worth paying or training a staff member 4.82

*[ = strongly disagree, 7 = strongly agree N =27

These CEOs agreed with all the statements about using consultants in varying degrees.
They gave the most support to statements that consultants supplement staff skills and have expe-
rience the company’s staff lacks. The consultant’s experience handling difficult problems was
also important. This subset of CEGs showed the least support for a statement that investor rela-
tions does not take enough time 0 pay or train a staff member for the job.

The remaining approximately two-thirds of the CEOs responded to statements about why

consultants are not used. Complete results are presented in Table 16.

Table 16
Why consultants are not used

Reason Mean (7-point scale*)
Only staff can issue public statements fast enough 5.51

Only staff has needed expertise 5.35

Hiring a consultant costs too much 5.33

Only staff understands company well enough 5.23
Consultant would not do job effectively 4.19

*[ =strongly disagree, 7 = strongly agree N=48

1 respondent did not mark all statements.

CEOs who do not use investor relations consultants agreed with all these statements, also
in varying degrees. They gave the most support to statements that consultants cannot respond as
fast as staff to important investor relations issues requiring public statements. However, these
CEOs also had a high level of agreement with statements that consultants lack expertisc about

their company, hiring a consultant costs too much, and only the staff understands the company
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well enough to do the job. This subset of CEOs is more neutral toward the statement that

consultants would not be able to do the job effectively.

DISCUSSION
Background

Though a variety of theoretical perspectives could be used to analyze the findings in this
study, the researchers chose to build upon the guidance provided by the general excellence in
public relations theory addressed in the IABC excellence study (Excellence, 1992), and by the
standards of excellence in investor relations demonstrated by research specific to that discipline.
In relationship to the latter, two recent publications lend credence to the view of investor rela-
tions as more of a financial than a public relations discipline.

A 1994 report of a year-long set of discussions by 30 Harvard University professionals in
corporate governance, investment and corporate policy concludes that corporations can benefit
from practices that “bring corporations into closer contact with their investors and permit a better
flow of information to occur” (“Improving relationships™). Some of the guidelines for improving
the communication process provided by these discussions are that:

Investor input should be channeled to senior corporate management, including the CEO and cor-
porate board members ... so it can be incorporated into debates about future policies.

Corporate officials and institutional investor personnel engaging in communications should be
senior personnel.

The first focus of enhanced communications should be a comprehensive, modern investor rela-
tions process. Includes ongoing individual meetings with analysts, institutional investors and

other shareholders, group presentations, daily phone contact, and formal feedback and reporting
processes.

Appoint a full-time, high-level individual to be a shareholder ombudsman -- to meet regularly
one-on-one with major shareholders and members of the analyst community and communicate

findings back to the CEO, other senior management members and the board. (“Improving rela-
tionships,” 1994)..

The subject matter of the Harvard guidelines is fairly accurately reflected in the excel-
lence in investor relations questions posed to the CEOs in the present study [SEE APPENDIX].
Furthermore, it is only realistic to review what are expectations in the current job market

regarding the qualifications for and responsibilities of an investor relations director. A job search
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by a major national public corporation serves as an illustration (“Director,” 1994). The adver-
tisement for a “Director of Investor Relations” to join the company’s “Finance Group” contained
a description of duties and qualifications for the position that reflect the questions in the survey
instrument [SEE APPENDIX] as well as industry expectations [SEE Characteristics of
“Excellence” in Investor Relations earlier in this paper].

In this position you will: maintain and improve relations and communications with share owners,
the investing public and members of the firiancial community; establish and maintain a liaison
with investors/shareholders to provide them with a comprehensive, current picture of the Corpo-
ration; plan and coordinate all aspects of communications with the financial community, includ-
ing investor/shareholder meetings; research relevant business developments within the industry:
monitor ownership trends and disseminate financial information; direct/coordinate preparation of
all reports to share owners including the annual report; coordinate reporting of earnings to inves-
tors, share owners and employees; monitor governance issues and recommend strategies to com-
ply. You will also speak for management and serve as a central source of disclosable financial

information needed by investors and will assist in matters relating to the Stock Exchange and
SEC.

The ideal candidate will hold a college degree (CPA) in Communications or Accounting/Finance,
a Masters Degree in Finance or Investinents is a plus. We also require: 3 to 5 years experience in
Investor Relations and Communications; thorough knowledge of the full range of federal and
state investor laws; ability to apply investor relations and financial knowledge to business issues
and decisions; as well as strong communication, presentation and computer skills.

The preceding description of what the “ideal candidate™ is expccted to possess makes it
clear that business training and experience are the major qualifications for that investor relations
director. The additional requirement for “communications” training and experience seems to be
limited to very basic interpersonal communication skills and skills in computer communications.
CEO Perceptions in this Study

There are indications that the CEOs in this study consider communication with some in-
vestor relations publics more important than others. Contact with analysts, brokers and investors
earned consistently high rankings. Personal acquaintance with members of these publics, work-
ing dircctly with them or addressing their meetings, and getting their feedback through direct
contacts or reading reports all earned means of more than 5.0 on a 7-point scale. Qutcomes from
investor relations activities involving analysts and investors earned even higher rankings, with
means of more than 6.0 on a 7-point scale, as did the effectiveness of individual meetings with

analysts, brokers, investors or potential investors. In contrast, interacting with the mass media,
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inviting people to company-sponsored meetings, cosponsoring meeungs with other companies
and a media relations programs all earned means of less than 5.0 on the 7-point scale.

These general categories are an imperfect reflection of Miller’s (1992) list of the 16 influ-
ential financial groups addressed by investor relations efforts [SEE Definitions earlier in this
paper]. However, the findings seem to suggest the CEOs may regard as most useful those
investor relations efforts that are targeted to specific publics. Further research should be
conducted to determine which specific publics are considered most and least important by CEOs.

Some findings seem to support the earlier studies showing that investor relations is not a
ligh priority fur public relations departments (Prout, 1991), and that investor rel itions is man-
aged as a mix of corporate finance and public relations (J. Grunig & Hunt, 1984). Most striking
is the dominance of CEOs and financial affairs executives and departments in supervising and
conducting investor relations, which supports studies by Lusterman (1987) and McGrath (1974)
that showed most investor relations programs did not report to a public relations officer. This
circumstance may also result from the fact that only a quarter of the CEOs responding reported
that their companies have a separate public relations department, with only about half of those
companies having a public relations executive supervising investor relations. Only about a third
of the companies with public relations departments use the public relations department to carry
out investor relations.

One important consideration in the assignment of public relations responsibilities in an
organization is the size of the company involved. A survey respondent whose company’s annual
revenues were under $20 million addressed this issue succinctly:

Generally Small Cap companies have to experiment with public relations. Their performance is
impacted heavily by the awareness of management of the brokerage community and its members.
Importance of positive information and personal interaction with brokers cannot be stressed

enough. Small Cap companies rarely catch the eye of institutional or upper echelon brokerage
houses.

This statement is also indicative of the small company investor relations challenges discussed by
Neilson (1990).

The importance that CEOs assign to their involvement in investor relations may support
ea;lier findings that the top executive wants to be the organization’s primary external spokesper-
son (Pincus, Rayfield & Cozzens, 1991). In the present study, CEOs reported that they were just
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as likely as chief financial officers to supervise the release of information affecting stock nrice .
However, this finding must be tempered by the knowledge that most of the companies in the pre-
sent study are not among the Fortune 500 companies studied by Pincus, Rayfield & Cozzens
(1991), and as such, may have more direct involvement of the CEO in investor relations activities
because of fewer staff and the need for more hands-on participation by the top executive. This
reflects McGrath’s {1976) conclusion about tasks performed by CEOs of smaller companies.

The importance given to contact with analysts, brokers and investors, along with the
means of more than 6.0 on a 7-point scale for all i)ossible outcomes from investor relations, sug-
gest that the CEOs agree with the importance of maintaining openness to the “investment com-
munity” (“The best and,” 1989, p. 58). The findings here also seem to support the Institutional
Investor assertion that attending analysts meetings is important (“The six most,” 1990). The
CEOs gave addressing meetings of industry or brokerage and analysts groups a mean of 5.50 on
a 7-point scale, the highest ranking for three types of meetings cited in the questionnaire. The
other meetings, those sponsored by companies and cosponsored with others, earned means of less
than 5.0 on a 7-point scale. But meeting individually with analysts, brokers, and investors
ranked highest of all, with a mean of 6.32.

The CEOs tend to conduct employee relations according to at least three of the standards
of excellence summarized by J. Grunig (1992b). Most of the CEOs favor giving employees
more, rather than less autonomy. They also tend to favor decentralizing decisions by giving em-
ployees some participation in decision making. The CEOs favor collaboration and openness,
tending to favor giving employees more rather than less information about the company.

However, the CEOs are less inclined toward excellence in communicating with publics
outside the company. J. Grunig (1992b) says excellent organizations try to maintain close ties
with constituencies outside the company. Approximately one-third of the CEOs restrict the ex-
ternal release of information to trying to sell products, improve the company image, and respond
only to specific external concerns. These views seem in line with either asymmetrical or the one-
way communication models of public relations (J. Grunig and L. Grunig, 1992). Still, most of
the remainder favor as much openness as possible in communicating externally, views that are

closer to the symmetrical model.
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The findings in the present study seem to confirm concerns (Johnson, 1990; Ferris and
Newman, 1991; Neilson, 1990) about fragmentation and a lack of coordination in investor rela-
tions programs. The large number of multiple responses to questions about who supervises and
who conducts investor relations indicate that such responsibilities are spread across executives
and departments in the companies represented.

The findings are inconsistent on whether the CEOs subscribe to Coyle’s (1989) view that
investor relations can be used to provide publicity that will increase stock sales. The CEOs con-
sider increasing the price of company stock to be one very important outcome from investor re-
Jations, giving it a mean of 6.03 on a 7-point scale. However, although they find them to be
somewhat important, the CEOs do not consider monitoring institutional stock purchases and the
price/earnings ratio as the most effective techniques for ensuring investor relations goals are
reached. Those techniques had means of less than 5.0 on a 7-point scale, ranking below reading
analyst reports, contacting analysts for feedback, and direct involvement of top management. At
the lowest end of the rankings are surveying analysts about investor relations efforts (mean is
3.51) and pursuing awards for investor relations efforts (mean is 3.03), both of which the CEOs

did not find to be very effective in ensuring that investor relations goals are met.

CONCLUSIONS

The primary benefit of this exploratory study for future researchers is the insight it offers
into the perceptions of chief executive officers regarding the organization of the investor rela-
tions function in public companies and its relationship to the public relations function. As prac-
titioners and educators alike seem to agree, CEO understanding of public relations as a
management function is the key to how public relations will be practiced in an organization.
Thus, the present study can help lay the foundation for better understanding of how the norma-
tive view of investor relations as a part of the public relations function compares with the actual
practice. Specifically, two major questions concerning the comparison between theory and
practice in investor relations are answered by this study -- where does investor relations fitona
public company’s organization chart, and how can it achieve excellence?

In this study, CEOs do not appear to perceive the function of investor relations to be a

management function in the broadest understanding of that term as setting policy for the com-
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vany. Instead, the perception by chief executives is apparently that this function deals with
carrying cut such policy. The multitude of duties as listed in the recent Wall Sireet Journal
advertisement for an investor relations director reflects this attitude.

This CEO perception of the investor relations role as carrying out, rather than setting
policy, parallels the distinction apparent in public relations roles in general, where a “technician”
carries out the duties prescribed by a “manager.” This implies that the CEOs in the present study
may lack an understanding that both the investor relations function and the public relations func-
tion have dual role structures within them. Instead, the CEOs tend to view both investor relations
and public relations as having only a single dimension -- that each function is solely technicaiiy
oriented rather than also having a managerially criented component.

Indeed, the perceptions of CEOs in the present study on the uses and functions of public
relations reveal that their views are not as broad as has been depicted in normative theory. Be-
cause they define public relations in more general terms, when these CEOs were asked about the
“best ways” to achieve excellence in communications, they tended to see public relations as en-
compassing only the one-way models of press agentry and public information, or at most, the
two-way asymmetric model of obtaining feedback only to better “dress up” the same message.
As argued by L. Grunig and J. Grunig (1992), it is the two-way symmetric model of public rela-
tions that focuses on relationship building and that promotes excellence in public relations and
communications management.

If, indeed, investor relations is a part of the function of public relations, it is an extraordi-
narily demanding part. The present study holds multiple implications for education in public re-
lations, focusing especially on the need to provide students with a detailed understanding of
finance and mass communications law, each of which requires separate courses.

Of course, the present study is an exploratory one from which one cannot make wide-
spread generalizations. Consequently, we recommend that the study be replicated in other states
or regions to determine if there exist any geographic differences in the practice of investor rela-
tions. Clearly, more research into what investor relations activities help and do not help particu-
lar companies achieve excellence is needed, as is continued effort by researchers to bring

together the theory and practice in this area of public relations.
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. EXCELLENCE IN INVESTOR RELATIONS

APPENDIX
SELECTED SURVEY QUESTIONS
(altered formay)

1. For the following four groups of general statements about what you and your company believe are the best ways

to handle relations with employees, customers and members of the community, please CHOOSE the ONE from
each group that best describes your company.

a. - My company works best when managers can control and guide how employees do their jobs.
. My company works best when managers are in charge, but employees make some decisions about
how to do their jobs.
. My company works best when managers and employees make decisions together about how
employees do their jobs.

. My company works best when managers set broad goals and let employees decide how their jobs
should be done to reach those goals.

b. . My company works best when employees are given only that information about company
operations that employees need for their jobs.
L My company works best when employees are given some information about operations in addition
to specific information needed for their jobs.
. My company works best when it gives employees a lot of information about operations in addition
to specific information needed for their jobs.

- My company works best when it gives employees virtually any information that is available about
our operations.

c. S My company works best when we make public only that information that will sell our products

and/or help our public image.

. My company works best when we make public some information in response to specific public
concerns, but limit that information to facts about our products and/or our image.

- My company works best when we respond to a variety of public concerns by routinely releasing
relevant information, even if the information is not about our products and/or our image.

. My company works best when, even if there are no public concerns, we release information about
our operations as routinely as we release information about our products and/or our image.

d. . My company works best when we use public relations primarily to develop a good company image.
_ My company works best when we use public relations to make our point of view available to

interested parties, and to develop a good company image.

My company works best when we integrate public relations into our business by trying to

understand public concerns and respond to them.

. My company works best when we use public relations as part of an ongoing effort to be a good
corporate citizen.

3. How important for your company are the following qualifications that a person handling investor relations
might have? Use a scale of 1 to 7, with 1 meaning not very important and 7 meaning very important?

Knowledge of public relations.

Knowledge of finance and capital markets.

Knowing how to write financial news releases.

Personal acquaintance with analysts, money managers and other professional investors.
Skills in writing and public speaking.

Experience as a stockbroker or investment banker.

Experience in New York or another major financial center.

Substantial experience in an investor relations job.

1 2 3 4 5 6 7
Not Very Important Very Important
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EXCELLENCE IN INVESTOR RELATIONS

4. For the following questions about the use of investor relations consultants, please answer those in GROUP A if
your company uses an outside consultant, OR GROUP B if your company does not us¢ an outside consultant.
IN EITHER CASE, indicate how much you agree or disagree with each of the statements in the group using a
scale of 1 to 7, with 1 meaning strongly disagree and 7 meaning sérongly agree.

GROUP A
My company uses an outside consultant because:

The consultant has investor relations knowledge and skills to supplement those of our staff.

The consultant has more experience than anyone on our staff for dealing with difficult investor relations problems.

The consultant has experience and skills that our staff lacks for dealing with investors and/or others who are interested
in our stock.

Investor relations does not take enough time to make it worth paying and or/training a staff member for the task.

OR
GROUP B

My company does not use an outside consultant because:

Our staff has the expertise needed to properly carry out investor relations.
Only our staff understands the company well enough to carry out investor relations.
Only our staff can respond fast enough to important investor relations issues that require public statements.
The cost of hiring an investor relations consultant would be too high.
An investor relations consultant would not be able to do the job effectively.

1 2 3 4 5 6 7
Strongly Disagree Strongly Agree
5. The next series of questions concerns the relationship between those who conduct investor relations and others

in your company. Please rank each item on a scale of 1 to 7, with 1 meaning seldom and 7 meaning frequently.
Use N/A for items that do not apply to your company.

How often do those conducting investor relations interact with top management?

How often is "benchmarking" used (benchmarking is finding ways to improve your company by comparing your overall
performance with that of other companies)?

How often do those handling investor relations work with analysts covering your industry?

How often do you try to find new analysts who are considered credibie by potential investors?

How often do those handling investor relations interact with the mass media?

1 2 3 4 5 6 7 N/A
Seldom Frequently
6. Please indicate your level of agreement with the following statements about the ways that companies publicize

investor relations information. Use a scale of 1 to 7 with 1 meaning strongly disagree, 7 meaning strongly agree,
and /4 meaning not applicable to your company.

Effective investor relations result from addressing either industry or brokerage and analyst groups.

Effective investor relations result from inviting people to company-sponsored meetings.

Effective investor relations result from meetings cosponsored with other companies for analysts, brokers and investors.
Effective investor relations result from individual meetings with analysts, brokers, investors or potential investors.
Effective investor relations result from a media relations program.

1 2 3 4 5 6 7 N/A
Strongly Disagree Strongly Agree
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Please rank the importance to your company of possible outcomes of investor relations activities, using a scale
from 1 to 7, with 1 meaning not very important and 7 meaning very important.

Meeting federal, state and other disclosure requirements.

Generating analyst interest in the company.

Building relationships with analysts who will regularly report on the company.

Increasing the price of the company's stock.

Getting more investors interested in the company.

Ensuring that investors are always well-informed about the company.

Developing a reputation for being honest and forthright in releasing information about the company.

Developing good communications with the public.
1 2 3 4 5 6 7
Not Very Important Very Important

Please rank the effectiveness of each of the following methods for ensuring that your company's investor
relations efforts achieve your goals, using a scale of 1 to 7 with 1 meaning not very effective and 7 meaning very
effective, Use N/A for items that do not apply.

Formal surveys of analysts to determine whether they are satisfied with investor rclations efforts.
Personal contact with analysts for informal feedback on investor relations efforts.

Reading analysts' reports to determine whether they contain information about your company.
The direct involvement of top management in setting expectations for investor relations.
Monitoring the price/earnings ratio of your company's stock.

Monitoring institutional purchases of your company's stock.

Pursuing awards from analysts or financial communications specialists that recognize your company's investor relations
efforts.

1 2 3 4 5 6 7 N/A
Not Very Effective Very Effective

S

241

39




4
U.S. DEPARTMENT OF EDUCATION e 30,
OFFICE OF EDUCATIONAL RESEARCH AND IMPROVEMENT (OERI) 9‘94

EDUCATIONAL RESOURCES INFORMATION CENTER (ERIC)

Please return to:

ERIC/RCS
REPRODUCTION RELEASE (Specilic Document) 150 Smith Research Center

Bloomington, IN 47408-2698

1. DOCUMENT IDENTIFICATION

Tiug e ence 10 Ipvesme Lecanons: An Exporatory
by OF O fe) FERC LT ONS . 7
Author(sy: S DARLBARA K. PETERSEA), P D, awd Huca T MaLrn]

Corporate Source (if appropriate):
Publication Date: ZUGusT (G5

11. REPRODUCTION RELEASE

In order to disseminate as widely as possible timely and significant materials of interest to the educational community,
documents announced in the monthly abstract journal of the ERIC system, Resources In Education (RIE), are usually made
available to users in microfiche and paper copy (or microfiche only) and sold through the ERIC Document Reproduction Ser-
vice (EDRS). Credit is given to the source of each document, and, If reproduction release is granted, one of the following
notices is affixed to the document.

It permission is granted to reproduce the identified document, please CHECK ONE of the optlons and sign the release

below.
“PEAMISSION TO REPRODUCE rms\ (PERMISSION TO REPRODUCE THIS
MATERIAL HAS BEEN GRANTED 8Y MATERIAL IN MICROFICHE ONLY
H H OR | Microfiche HAS BEEN GRANTED B8Y
CHECK ’ M,l.cro‘:,Ch.e IPERSON'AL NAME OR ORGANIZATION, (4-0 x 6" "lm)
HERE (4" x 6 film) reproduction {PERSONAL NAME OR ORGANIZATION,
and paper co : ‘. i _
/ 3|/,'? xpn") 4 AS APPROFRIATE] only : AS APPROPRIATE)
reproduction
TO YHE EDUCATIONAL RESODURCES TO THE EDUCAT!ONAL RESOURCES

\msonmmon CENTER (ERIC)." \'NFORMAT'ON CENTER (ERIC).”

Documents will be processad as indicated provided raproduction quality permits. It permission 1o reproduce is granted, but nsither box is checked,
documaents will ba processad in both microfiche and paper copy.

] hereby grant to the Educations! Resources Information Center (ERIC) nonexclusive permission to reproduce this document as
indicated above. Reproduction from the ERIC microfiche by persons other than ERIC employees and its system contractors raquires .
permission from the copyright holder. Exception is made for non-profit reproduction of microfiche by libraries and other service*

sgencies to sajsfy information needs of tors in response to discrets inquiries.” — n
SIGN ta/txx?{\ % Lot Printed Name: :BQRBAKH K. [E=meesea)

HERE Signature!
Drganiz o s
there to send __2__ Sch_ool (_)f Mass Commut?lcatlons postiom Do stanT PRoFessoR.
>omplimentary|{Address:. University of South Florida TelNo: (St 3D G7d TS
nicrofiche—-s]——— 4202 E. Fowler Ave. -- CIS 1040 Doe: L fo22 [Pt
- - 4

Tampa, FL 33620-7800
. DOCUMENT AVAILABILITY INFURMA 1ION (Non-ti{IU Source)

If permission toWnot granted to ERIC, or, if you wish ERIC to cite the avalilability of the document from
another source, please prov the following information regarding the availabiiity of the documaent. (ERIC will not an.

nounce a document unless it is pudlicly available, and a dependable source can be specified. Contributors s.houl.d alsobe
aware that ERIC selection criteria are Significantly more stringent for documents which cannot be made available through

.

EDRS.)
Publisher/Distributor: ~
Address: SN
\\
Price Per Copy: Quantity Price:
\

IV. REFERARAL TO COPYRIOKUREPRODUCTION RIGHTS HOLDER
It the right to grant raproduMheld by someons other than the addresses, please provide the appropriate

name and address: \
\

o T~

o TR 242 BEST COPY AVAILABLE




- S

GUIDELINES FOR COMPLETING THE REQUEST FOR REPRODUCTION RELEASE FORM

Under the present copyright law a reproduction release must be "~
obtained for each document before it can be processed for the ERIC
system. There are three options:

(Level I) Microfiche (4" x 6" film) and paper copy (8-1/2" x 11')
reproduction '

This option, which allows ERIC to make the document
available on microfiche or in paper copy is most
frequently chosen by authors. (77% of ERIC documents
are entered as Level 1.) This arrangement does not
preclude later publication of the document or sale of
a printed version by author or institution. However,
if you have a limited supply of printed copies or if
the document should go out of print, a copy of your
document from which other copies can be made will
always be available in ERIC.

(Level II) Microfiche (4" x 6'" £ilm) reproduction only

. This option allows ERIC to make the document available
throughout the system on microfiche only. It is most
useful if you have a large supply-of printed copies but
would like to refer requestors to ERIC once your supply
is exhausted. This arrangement does not preclude later
publication of the document, or sale cf the printed
document by the author or institution. The ERIC copy
of the paper serves an archival function. (13% of ERIC
documents are entered in this way.)

(Level 1II) Document may not be reproduced by ERIC. (Complete
Section III of the form.) The document will be cited
with bibliographic information, an abstract, and
availability information.

NOTE: It is recommended that materials be submitted at Level I or
Level 1I to insure their future availability.

_& , 243




Student Paper

Diversity and a Local Newspaper:
When Photojournalism Becomes Public Relations

by Anne Jett
111 Murphy Hall
206 Church Street
University of Minnesota
Minneapoiis, MN 55455

Submitted to AEJMC, Visual Communication Division, 1994




Diversity and a Local Newspaper:
When Photojournalism Becomes Public Relations

As U.S. daily newspaper publishers and editors contemplate the long-term
downward trend in newspaper readership and the rapid growth in the nonwhite
population (Bogart, 1991; Pease, 1989), many have come to realize that the health of
the industry will increasingly depend on its service to people of coior (Pease 1989).
Publishers and editors have finally shown .some concern about complaints regarding
the lack of diversity in their newsrooms and the treatment of nonwhite people on their
news pages (Center for Integration, 1992; Johnson 1993; Martindale, 1986; U.s.
National Advisory Commission, 1968). As a consequence, diversity has become a
buzzword in newsrooms around the nation, and journalists have become preoccupied
with developing ways to cover people of color in their communities (Bogart 1991; Gist,
1990; Pease 1989).

The case study approach used often in cultural studies gives us one way 1o
view journalists' strategies for covering people of color. Recent research indicates that
the news photograph has played a key role in some editors' construction of portrayals
of people of color in the news pages (Center for Integration, 1992; Jett, 1994). This
paper examines the ways that editors, reporters and photojournalists at a Midwestern.
metropolitan daily newspaper represent a Southeast Asian minority group that resides
in their community. The paper pays particular attention to the use of headlines and
photographs, the combined use of these two news elements, and the function and
implications of the representations for the particular minority group represented, other
minority groups in the community, white residents, and the community as a whole.

Real (1989) notes that the case study approach adds to our understanding of a
phenomenon only when that phenomenon is 1) examined at the level of its historical
and social specificity, and when it is 2) considered in interaction with the larger social
realm (1989:69-72). The research at hand examines a U.S. daily newspaper's

strategies for covering a minority group whose members only racently moved into U.S.
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communities as a concrete instance of the press's response to the need to report
diversity: Coverage of t1= Hdmong in the St. Paul Pioneer Press (PP) is examined.
Studying this case at the level of its historical and social specificity is only possible if
we consider the interacticn of its participants, the Hmong, the PP, and PP readers, with
each other and in relation to groups in the local community, the U.S. government, and
the larger society. Such an approach can be used to examine the form and content of

the PP's portrayal of the Hmong and to study this news representation as a type of

social discourse among groups.

Methodol

'In studying the PP's strategies for reporting diversity, | conducted a detailed and
systematic quantitative and qualitative analysis of PP articles with a Hmong focus. My
aim was to 1) identify discursive strategies that PP workers employed regularly when
reporting about the Hmong and 2) observe whether these strategies were employed
consistently over the full period of Hmong residency in St. Paul. After locating (via print
and electronic indexes) and assessing the population of PP articles likely to have a
Hmong focus, | decided to analyze the content of Hmong articles for select periods
corresponding to early, middle and recent years of Hmong residency in St. Paul. This
allowed me to track the use of the PP's representational strategies over time. Time
Period | (hereafter the early period), 1981 through 1982, includes 73 articles and
represents both the time when coverage of the Hmong became regular as opposed to .
sporadic and when St. Paul's Hmong population began to increase substantially. Time
Period || (the middle period), 1985 and 1986, represents the middle years of Hmong
residency, during which 54 articles were published. Time Period Il (the recent period)
represents the most recent period of Hmong residency: 128 Hmong articles were
published in 1989 and 1991. (Table !)

The coding scheme for analyzing the PP's Hmong articles was pattemed after

previous cciiient analyses of newspapers worldwide by van Dijk and his colieagues,
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especially in the topic area of immigrant and minority coverage (van Dijk, 1991, 1988a,
1987a, 1987b, 1987c). The coding scheme considers the specific features of news
texts and their functions (van Dijk, 1988b, 1987b). Initially, the coding took into account
the placement and size of each article; the major theme or topic of coverage in both
the headlines and the full text of each article; and the actor(s)/subjects in the articles as
well as those reported to be acted upon/objects, in both the headline and the full text.
The evaluative tone of each Hmong article from the full text and the headline alone
was also coded since a topic may be reported from many different evalua'tive
perspectives. Preliminary analysis of the data showed headline and full text data in
agreement more than 95% of the time. Considering this high positive correlation and
the preponderance of research showing the strong influence that headlines exert on
readers' interpratations of news texts (Baskette, Scissors & Brooks, 1986; 175-176;
Stamm, Jackson and Jacoubovitch, 1980:67-73; van Dijk, 1988a:221 -262, 1988b,
1987b:14-15; van Dijk and Kintsch, 1983), only that information obtained from the
complete recording of the headlines was used in final data analyses.

While the form of this content analysis follows that of previnus researchers, |
wished to avoid imposing predetermined categories upon the PP news texts. The goal
of letting the tex{, in so far as is possible, generate a description of itself meant that |
had to keep an eye out for the presence of elements and patterns in the paper's
coverage that had not been previously identified or considered important, and that |
also had to acknowledge my own subject position as a raised lower middle class,
college educated, white female. My own position cbviously influences what | take to be
important. Thus, | recorded my interpretation of the topics the paper reported, an
interpretation which obviously comes out of my own experiences. Then | collapsed this
data into twenty-three general categories.

Before | had finished coding Hmong coverage for the early period, | realized

that news photographs seemed to be playing a regular role in the PP's portrayal of the
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Hmong. The paper was publishing large photographs in its Hmong coverage,
especially in Hmong artic!eé with a positive evaluative tone: That is, those articles
portraying the Hmong as successful, in the process of attaining success, or at
minimum as unsuccessful but deserving of help (always using a White American
middle-class value system as the criterion of judgment). Photographs seldom seemed

to be part of articles judging Hmong as unsuccessful, e.g., unable or unwilling to

assimilate.
The Importance of Visual Texts

A body of research, often sponsored by organizations in the media industry
itself and/or conducted by academic researchers in mass communication and
psychology, supports the view that photographs draw readers to and intc newspaper
articles (Bain and Weaver, 1979), and further, that visuals are themselves an element
people process when interpreting the meaning of a text (Barthes, 1977; Bryant and
Zillmann, 1991; Fall, 1973). Yet, few studies of media practice consider the role of the
visual text seric usly. In consideration of 1) the growing awareness of the influential
role of visual elements in mediated forms of representation (Hooks, 1990, 1992; Giriffin
1992: Jensen and Jankowski, 1991;24-25; Robinson 1984), 2) the prevalence of
photographs during the first three years (1978-1980) of sporadic PP coverage of the '
Hmong as well as in the early period (1981-1982) of more regular coverage, and 3)
the lack of commitment to studying the role of the visual in mediated representations
(Griffin 1992; Jensen and Jankow . .i, 1991:37-40; McQuail, 1887:202), | adjusted my
coding scheme to assess the PP's use of photographs when representing the Hmong.
Early period coverage and all remaining coverage was coded for the presence or
absence, and the form of visual elements (photograph(s)/graphic(s)); the source of
visual elements; the number, size and presentation of visual elements; the caption that
accompanied each visual element; and information about the content of each visual

element (who was present in the photograph, what they were doing, what they were
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wearing, whether the photograph was obviously posed or appeared to be
spontaneous; whether the shots were head, upper torso, or full body shots, whether
the shots were tightly cropped or pictured persons in the context of their surroundings).
However, content analysis is but one part of this research. Patterns which
become manifest through the paper's Hmong coverage must be analyzed critically to
consider the reason for their existence, how they function in the larger society, and
their implications for the Hmong, the PP, and other residents of St. Paul and the
surrounding area. Before describing the patterns of coverage identified in the content
analysis, | will introduce two primary groups in this particular case study -- the Hmong,
and the St. Paul Pioneer Press and its employees. An understanding of their historical
and social positioning lays a foundation for thinking critically about the PP" s
representation of the Hmong. Others active in the process of news representation will

be drawn into the picture as they are shown to interact with these two primary groups.

The Hmong

The Hmong fled China in the 1750s to avoid persecution at the hands of a
conquering group from the north, the Han Chinese. Their search for a land where they
could be free to live according their socially shared values led them to the northern
part of French Indochina by the beginning of the nineteenth century. They coexisted
with the people already settled there and were able to maintain cultural autonomy.
This freedom was not threatened until 1945 when the Japanese tried to oust the
French. During the next three decades, a struggle for control of their adopted country
continued to jeopardize Hmong autonomy.

Various factions of the Hmong allied themselves with one or another
contending group. In the 1960s one group of Hmong became secret allies of the
United States during the Vietnam War. These Hmong had long realized that
emigration from their home country would be necessary should the United States fail

to defeat the Communists in Vietnam. The Central Intelligence Agency, which had
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6
\ recruited Hmong in 1961 to fight against the Communist Pathet Lao in Laos while U.S.
troops were fighting on Vietnamese soil, tiad assured the Hmong they would be
protected should U.S. troops withdraw from the Hmong's homeland of Laos, which had
been granted independence in 1953. {Downing and Olney, 1982:371). As explained

by one Hmong war veteran:

"The Americans in Laos had an agreement, a contract with us:

You help us fight for your country, and if you can't win,

we will take you with us and we will help you live" (Chou

Lee quoted in Takaki, 1989:464-65).

The Hmong first began to immigrate to the United States in 1975 after the fall of
Saigon and the abrupt end to the U.S. presence in Indochina. The U.S. Congress
enacted emergency legislation that year, the Indochina Migration and Refugee
Assistance Act of 1975, to 1) allow 130,000 refugees into the U.S.; 2) provide a $500

grant per refugee to voluntary agencies called volags which aided in refugee

resettiement; and 3) reimburse state governments for money spent on medical, social
and other refugee assistance. Initially, only a few high-ranking Hmong were allowed to
come to the United States because it was felt that they were the only Hmong in danger
at the hands of the Communists (Chan, 1991:155-161; Takaki, 1989:462). But
Khaosane Pathet Lao, the oﬁicia{ newspaper of the Laotian Communist Party, stated '
openly that the Meo (Hmong) minority must be completely eradicated (Yang, 1982:13).
A second group of Hmong immigrants began to arrive in 1978. They were poor, less
educated and less urbanized than the few Hmong who had immigrated earlier (Chan,
1991:157). Hmong have continued to migrate to the United States under various policy
arrangements; more than half of the one million-plus Indochinese refugees displaced
from Southeast Asia have been admitted to the United States; sixty thousand of this
number are Hmong (Chan, 1991; Davis, Haub and Wiilette, 1983:8; Gardner, Robey
and Smith, 1985:2-8).

Over half of the Hmong coming to the United States initially settled in California,

many in the Fresno area. Many Hmong have found that residents in their new home
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7
behave hatefully toward them. Some Hmong youth report that they have been and still
are discriminated against in the United States. Americans seem confused about
Hmong identity; they confuse Hmong with other Asian groups; Hmong report that they
are called "Chinks" and are spat upon (Takaki, 1989:460-464). Many Hmong say that
they have become worn from trying to make a home in a locaticn where they are
"olerated but seldom truly welcomed" (Chan, 1991:152). When Hmong families have
felt unwelcome or when they have been unable to support themselves, they have
responded by moving to parts of the United States where other relatives have found
the environment less hostile. While California still has the largest Hmong population in
the United States, Minnesota currently has the second largest Hmong population and
its neighbor Wisconsin has the third.

Minnesota's Hmong population has increased tenfold from 1980 to 1990 (from
1,331 to 16,833) (Chan, 1991). Sixty-eight percent cf the Minnesota Hmong population
lives in St. Paul. The 1990 census reports that 4.3% of St. Paul's residents are Hmong
(Metropolitan Areas, 1993). People new to the Twin Cities (TC) of Minneapolis and St.
Paul, like | was some six years ago, often register surprise not at the number of Hmong
residents (TC residents living in certain areas seldom meet Hmong people face to
face.) but at the .amount of attention such a small percentage of the population
commands in the local press.

The Hmong are, with some frequency, the focus of lengthy articles and
occasionally special sections in the Minneapolis Star Tribune and in the PP. They are
also covered several times a year on the pages of the TC's two largest "alternative"
newspapers, the City Pages and the Twin Cities Reader. Additionally, a group of
Hmong has had a regular weekly television show since 1991 on the area's two public
broadcasting stations. The show is aired first in Hmong and then in Hmong with
Engiish subtities. Hmong are most often the subject of commercial television news

reports only when holding a large cuitural event like a festival or Hmong New Year's




celebration, or when one or more of their group is embroiled in some controversy.

Hmong are also covered as part of the larger Asian American community in
Asian Pages, the Asian American Press, and Asian Business & Community News,
ethnic publications available free of charge in racks throughout the TC. The Hmong
are highly visible at weekend Farmers’ Markets held in each city from late spring
through early fall. They are the topic of a permanent exhibit at St. Paul's Science
Museum and a group of Hmong teenagers recently collaborated with Americans to
produce, market and present a well-received play telling area residents about their
people and experiences.

While the Hmong come from an oral culture, they had begun to seek Western
style education before coming to the United States. This emerging trend was
interrupted by the Viétnam War (Reder, 1982), but the media most frequently
represents Hmong as "pre-literate”, "iliterate”, and “primitive” (Dunnigan, 1992). Many
TC Hmong are on welfare. Under- and un-employment is one of the group's biggest
problems. Recent figures for Hmong unemployment ware 60% in the TC and an even
more phenomenal 90% elsewhere in the United States. And the TC Hmong population
is very young; Asians comprise 20% of St. Paul's public school enroliment and 25% of

all kindergarten students. The largest percentage of these Asian students are Hmong.

(Eight candidates, 1991)

The St. Paul Pioneer Press

The St. Paul Pioneer Press began in 1849 as the Minnesota Pioneer and went
through several organizational arrangements before being purchased by the Ridder
family in 1927. The Ridder family merged its chain with the Knight chain in 1974 and
the paper is currently owned by Knight-Ridder Newspapers, Inc. (O'Grady, 1983).
Throughout its history the paper has been a staunch community advocate, one that
has played the role of social engineer. In its early years, when the paper's

editor/publisher thought the area needed business investment, it portrayed St. Paul as
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ripe for entrepreneurial development. When the community had an abundance of
going business concerns but a shoriage of women 10 marry its local businessmen, the
paper promoted the area to young women (1983:15 & 21).

While this arrangement has changed somewhat over the years, the paper is still
a "community advocate." Its criticism of the community takes a soft tone, one that
matches the back-handed compliment many pay the state when they label the actions
of its citizens and its legislators as "Minnésota nice." Under this philosophy, critical
thought about social issues is possible. However, it is only possible to the extent that it
can be addressed politely, that is, within the current socio/political system.

Knight—Riddef corporate managers told a Minnesota Corporate Report
journalist that they believe "a newspaper's fortunes are tied to the community's
fortunes” and are pleased when they see "orderly progress and development" in the
community (Nelson, 1984:46). At the local level, PP managers show an interest in
helping such development to occur (Nelson, 1984:46). Some PP employees are
embarrassed by the type of content produced by this philosophy. They claim that, in
effect, the mindset has muzzied the paper and proliferated promotional schemes,
People Magazine-type features, glittery graphics, and "micronews" on the PP's pages
(1984:51). More recently (1993), a PP business reporter told a forum of media
reporters, managers, and scholars that the paper consistently fails to take a hard-
hitting approach when examining controversial issues in the community.

However, the P